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Summary

This master's thesis explores how small and medium-sized enterprises (SMEs) in the Dutch
province of Limburg navigate internationalization into Germany and how their position in the
border region influences their motivations, barriers, and internationalization strategies. This
research is particularly relevant given that, despite the European Union’s efforts to promote
cross-border mobility, residents of border regions often maintain a nationally oriented
mindset. Furthermore, international economics and entrepreneurship literature still view
borders mainly as barriers rather than opportunities and research on SMEs leveraging borders
remains scarce. This thesis fills these gaps by empirically examining how SMEs in Limburg
navigate and benefit from cross-border dynamics. The sub-questions of this thesis are:

1. What are the key motivations that drive entrepreneurs in Limburg to expand their
businesses cross the Dutch-German border?

2. What barriers do entrepreneurs face when conducting cross-border business, and how do
they overcome these challenges?

3. What specific steps did entrepreneurs undertake in the internationalization process to
expand into the German market?

4. How do entrepreneurs perceive the advantages and challenges of operating in a cross-
border region?

The thesis follows a deductive research approach, using existing theories as a foundation for
analysis. However, it is also exploratory in nature due to the relatively uncharted territory of
SME internationalization in border regions. The data was collected through semi-structured
interviews with SMEs in Limburg engaged in cross-border business with Germany. The data
was analysed using prior-research-driven coding and the Gioia methodology, balancing
inductive and deductive approaches.

The literature review covers the theoretical background of SME internationalization and the
specific context of border regions. The definitions of internationalization and the antecedents
that drive SMEs toward international expansion are discussed, including factors at the
individual level (such as networks and international experience), firm level (structure,
capabilities), and environmental level (uncertainties in the home market). It also addresses
motivations for internationalization within the EU, such as a limited domestic market,
competition, and market proximity. The "threshold of indifference" is introduced as a mental
barrier that can hinder cross-border activities. Finally, barriers to internationalization are
examined, including limited resources, lack of knowledge, and external factors.

Hereafter, internationalization processes are discussed, starting with traditional stage models.
The report also explores network approaches that emphasize the role of relationships and
social networks. The theory of effectuation is introduced as an approach for developing
international opportunities. Finally, the interface model is discussed, as a model describing the
development of bilateral cross-border relationships. The section concludes with a discussion
on market entry strategies.

The final section of the literature review focuses on entrepreneurship in border regions,
beginning with the idea that borders are not just obstacles but can also offer opportunities. The



report explores how SMEs can use the border as a "value-capturing" tool and how "related
variety" can lead to innovation. It describes how border regions are often perceived as
peripheral and examines the location-based challenges and opportunities for SMEs in these
areas, including market development, cost reduction, and inconsistent economic policies. The
section ends with a description of the Dutch-German border region.

The results of the preliminary research and the conducted interviews show that networks play
a crucial role in the internationalization of SMEs in Limburg. These networks are often based
on existing relationships or collaborations with German partners and are facilitated by the
proximity to the border. Personal experiences with German culture, such as language
proficiency, family ties, or previous work experience in Germany, also serve as significant
drivers. Recognizing business opportunities in the larger German market, particularly in North
Rhine-Westphalia, is another key motivation.

Although there are fewer cultural differences within the border region, entrepreneurs still
encounter cultural barriers in the German business culture and communication styles.
Building trust, speaking the language, and adopting a neutral attitude rather than a Dutch one
are important strategies for overcoming these barriers. Administrative barriers, such as new
regulations and bureaucratic procedures, can be complex, but these can also be overcome
through effort and proper guidance.

The steps in the internationalization process include investments in people and companies that
can assist, as well as building networks. The specific steps vary greatly depending on the
chosen entry mode. Rather than following a fixed roadmap, entrepreneurs take steps based on
immediate needs or opportunities that arise. As a result, their decision-making is more aligned
with the principle of effectuation.

The location in a border region offers unique opportunities, such as a central location, a larger
market, and reduced competition. The border is viewed more as a strategic advantage than an
obstacle. The relatively small cultural differences in the border region and the long-standing
cooperation between the Netherlands and Germany play a key role in this. However, the
persistent negative perception of border regions can present a challenge when attracting
highly skilled employees.

This thesis contributes to the literature on the internationalization of SMEs and
entrepreneurship in border regions. The results provide valuable insights for entrepreneurs
considering expansion into Germany, highlighting the importance of personal connections and
a '360-degree perspective' in which the border is seen as a starting point and opportunity.
Furthermore, this thesis highlights the importance of promoting border regions to improve the
general image.
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1. Introduction

Despite European Union (EU) efforts to stimulate cross-border mobility, residents of border
regions tend to have a national-oriented attitude. An overwhelming majority of the workers in
the EU is largely mobile within its own nationally-bounded labour market. Illustrative for this
statement is the fact that in the United States, the percentage of cross-state migration is almost
five times as high as in the EU (Van Houtum & Van der Velde, 2004). Van Houtum and Van der
Velde (2004) explain this through the ‘threshold of indifference’ based on unfamiliarity, which
prevents orientation across the border. National borders produce an imagined mental nearness
to members of the same nations and de-personified impressions to non-members of the nation
(Van Houtum, 1999).

Entrepreneurs also face this threshold of indifference: the distinction between members
and non-members reduces their level of trust in entrepreneurs across the border. Consequently,
firms have only one economic relationship in the neighbouring country, compared to 4.6
national ones As a result, firms maintain only one economic relationship in neighbouring
countries on average, compared to 4.6 domestic relationships (Van Houtum, 1999). Especially
Small and medium-sized enterprises (SMEs) face problems in understanding differences in
mentality and institutional structures on the other side of the border (Koschatzky, 2000).
Nevertheless, for SMEs situated in border areas, establishing international cross-border
networks should be relatively easy due to personal connections and close physical proximity to
individuals across the border, compared to situations where the parties are geographically
distant and have fewer opportunities for personal contact (Makkonen & Leick, 2019). However,
SME:s often lack the resources and motivation to extend their business across the border since
operating in cross-border context brings about complexities in terms of language, culture and
institutions (Jergensen, 2014; Welter et al., 2018).

As a result, the growth of small and medium-sized enterprises (SMEs) in the region is
insufficient, even though there are numerous opportunities available just across the border. In
Europe the economy heavily relies on small and medium-sized enterprises (SMEs), which
constitute over 99% of all businesses. These enterprises generate approximately two-thirds of
private sector employment and contribute half of the total value added. SMEs are widely
recognized in Europe as crucial drivers of economic growth, innovation, and social progress
(Mandl & Esser, 2015). Smallbone and Welter (2012) stress that SME development is
particularly significant in border regions, which are often peripheral to national economic hubs.
Engaging in cross-border business activities provides SMEs with access to new markets and
sources of supply, while border regions benefit from the economic and social integration
fostered by cross-border entrepreneurship. This integration represents a valuable asset for
regional development and economic growth (Smallbone & Welter, 2012).

In Europe, several border regions are fairly stable and integrated due to the Schengen
Agreement, such as the Dutch-German border region. Although cross-border engagement
opportunities for SMEs are expected to be more favourable in open border regions (Makkonen
& Leick, 2019), entrepreneurs still face challenges related to bureaucracy and numerous
regulations. This dampens the enthusiasm of enterprising business leaders to engage across the
border. Nevertheless, a significant number of SMEs actively seek business opportunities across
the Dutch-German border, making the region a strong example of an "integrated borderland."
(Pijnenburg, 2019; Striiver, 2004). Especially for the Dutch province of Limburg it is essential
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to search for opportunities across the border, since it has more international borders than borders
with the Netherlands itself (Grenspost Diisseldorf, 2023). Figure 1 shows the large number of
job opportunities present in Limburg if borders did not exist, highlighting the potential for cross-
border development in Limburg and the opportunities it presents for SMEs in the region.
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Figure 1: Job availability in the Netherlands. On the left: the accessibility of jobs without
crossing borders. On the right: the accessibility of jobs with crossing borders. Source: Marlet
et al. (2019).

1.1 Research questions and objectives

Despite the close proximity to the neighbouring country and the potential benefits of cross-
border business for the border region, cross-border movements remain the exception rather
than the norm. For this reason, this focuses on SMEs that have successfully engaged in cross-
border business in these regions, aiming to identify the key factors behind their success and
demonstrate that what is currently an exception could become the norm. This thesis therefore
centres around the SMEs located in the Dutch province of Limburg that conduct cross-border
business across the Dutch-German border. To gain a detailed understanding of how these
companies have successfully expanded across the border, I examine the complete journey that
the entrepreneurs of these SMEs experienced, paying particular attention to their situation in
the border region. The research question this thesis tries to answer is: How do SMEs in the
Dutch province of Limburg navigate the process of internationalization into Germany, and
what role does their position in the Dutch-German border region play in shaping their
motivations, barriers, and internationalization strategies? By focusing on the motivations,
barriers, and internationalization strategies of SMEs in Limburg, the study provides valuable



insights into how SMEs navigate cross-border business in a relatively integrated yet culturally
and economically distinct context. While contributing to SME internationalization literature,
the findings aim to inspire cautious entrepreneurs to explore opportunities in Germany by
offering practical insights for successful cross-border expansion. In order to conduct this
research, I divide the research question into four sub-questions:

1. What are the key motivations that drive entrepreneurs in Limburg to expand their
businesses across the Dutch-German border?

2. What barriers do entrepreneurs face when conducting cross-border business, and how
do they overcome these challenges?

3. What specific steps did entrepreneurs undertake in the internationalization process to
expand into the German market?

4. How do entrepreneurs perceive the advantages and challenges of operating in a cross-
border region?

Question 1 investigates the factors that drive the decision to expand a business across the border,
focusing on the motivations behind cross-border engagement. Question 2 examines the
strategies employed to overcome the barriers faced in the internationalization process. It starts
by identifying the specific obstacles SMEs face when expanding into foreign markets and then
evaluates the strategies used to address these challenges. Question 3 investigates the specific
steps taken by entrepreneurs during the internationalization journey, focusing on the decisions
made in the process of expanding a business into Germany. While there may be overlap between
Questions 2 and 3, the key distinction is that overcoming barriers involves more cognitive and
strategic thinking, whereas the steps in internationalization are primarily operational and
practical. Finally, question 4 explores how the location of the SME within a border region
influences its cross-border activities. It looks at how entrepreneurs perceive and leverage the
unique advantages and challenges of operating in a border area.

This thesis starts by highlighting the societal and academic relevance of this research.
Hereafter, I explore the existing literature on established theories regarding the SME
internationalization, including motives, the threshold of indifference, and barriers. Additionally,
theories om internationalization processes are discussed, focussing on the steps in this process.
I then shift to SMEs in border regions, exploring existing literature on the role of borders in
entrepreneurship and the specific opportunities and challenges these regions offer to businesses.
This section also includes a brief part specifically about the Dutch-German borderland. The
discussion of literature on SME internationalization and SMEs in border regions serves to
assess a broad spectrum of concepts and theories relevant to this research. This review helps to
establish the context, identify existing gaps in the literature, and create expectations for the
empirical findings. After the literature, I describe the research methods used in this study. This
is followed by a presentation of preliminary research, which includes interviews conducted by
other parties with Dutch SMEs in Limburg operating in Germany. Next, I share my own
empirical findings, and finally, I draw conclusions based on the analysis.

1.2 Societal relevance

By examining the internationalization process of SMEs in a border region, this thesis offers
strategies to entrepreneurs who have not yet expanded into Germany or across borders,
promoting cross-border business for Dutch SMEs in the borderland. Consequently, it fosters the
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development of cross-border activities that are in line with the so-called 360 degrees
perspective. This is of great importance since many educational institutions, companies and
government authorities still think and act from a 180-degree perspective. This perspective, also
called the half-moon, considers the border area as the outer limit of a geographical area (Arts,
2021). However, the full 360-degree perspective sees the border as a starting point and
opportunity and thinks in terms of regional interests. It offers a greater role for the region on a
cross-border scale and highlights the relevance of the other side of the border. If all actors within
a border region would act from this field of view, schools would enjoy an inflow of children
from both sides of the border and business would profit from the foreign labour market and sell
products across the border. Arts (2021) claims that a region with a 180-degree field of view
could never create the same momentum. An example of the contribution of the full 360-degree
perspective to regional developments is the economic growth of the southern provinces of
China in the 1980, where highly efficient cross-border SME alliances involving Hong Kong-
based SMEs and mainland Chinese businesses brought about these economic success (Ze-wen
etal., 1991).

On top of its contribution to regional development, Jorgensen (2014) argues that
crossing only one close-by adjacent border could already be a motivating and feasible entry
mode for the internationalisation of SMEs and therefore could overcome some initially
perceived disadvantages of engaging across the border. Guo (2012) even argues that SMEs
could be pioneers in internationalization across the border. Thus, by emphasizing the value of
a 360-degree mindset, the research encourages other SMEs to explore cross-border
opportunities, contributing to the growth and development of businesses in border regions.
While the decisions made by SMEs in the Dutch-German border region may not be directly
applicable to all border regions, the study offers valuable insights into navigating the
internationalization process and demonstrates how being located in a border region can present
unique opportunities. Ultimately, this work highlights the potential for border regions to
progress economically through cross-border entrepreneurship.

1.3 Scientific relevance

Over two decades ago, Van Houtum (1998) stated that little has been written on the influence
of national borders upon cross-border interactivity between entrepreneurs. Moreover,
individual entrepreneur’s perception of cross-border economic integration is understudied as
well. In international economics, the border was merely seen as a (deliberate) barrier to fee
trade, or as an instrument for the purpose of economic policies. Terms such as ‘border’,
‘boundary’, ‘frontier’, ‘nation’ and ‘national identity’ were absent in text books on economics.

Since then, little progress has been made. Recently, Makkonen & Leick (2019) noticed
that nowadays in the entrepreneurship literature, international borders and border regions are
rarely an object of interest. When borders are being addressed, they are generally seen as simple
lines to demarcate economic, political, social and cultural differences that hamper the free flow
of capital, services, people, trade and information. Thus, similar to two decades ago, borders
are generally regarded as constraints to the access of foreign markets and international networks
in the international economics and entrepreneurship literature (Makkonen & Leick, 2019). This
thesis therefore fill this academic gap by considering the border as idiosyncratic geographical
context for SMEs.

In contrast to entrepreneurship literature, the border literature has progressed in terms
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of the role of the border. While the border was previously regarded to as a barrier, literature
nowadays acknowledges that it could also serve as an opportunity. Research on the border as a
resource has been done in several fields, such as spatial planning (Pijnenburg, 2019), regional
science (Nijkamp, 2021) and even in right-wing populist discourse (Lamour & Varga, 2017).
However, research on borders as a resource or opportunity for companies, and more specifically
SMEs, is scarce. Scholars who did explore this field lacked empirical evidence in their research
(Makkonen & Leick, 2019; Nijkamp, 2021; Sohn, 2014, 2020) or focused on merely one
potential element of border opportunities (Fidrmuc & Hainz, 2013). This thesis fills this
academic gap by providing empirical evidence of how the border can be seen as an opportunity
for entrepreneurs.

Furthermore, while there is growing academic interest in the internationalization of
SMEs (Steinhduser et al., 2021), the internationalization of SMEs in border regions remains
under-explored, despite the fact that such internationalization is often more intuitive and
essential for these SMEs than for those located further from borders. Previous research on this
topic predominantly examined informal entrepreneurial activities in economically
disadvantaged countries. Likewise, studies focusing on SMEs in European border regions
primarily concentrate on the less prosperous and underdeveloped areas of Europe. Thus, by
providing empirical insights into the internationalization process of SMEs in Limburg, this
thesis contributes to SME internationalization research with a focus on border regions, while
also enhancing border region literature by examining a highly developed border area with open
borders.

2. SME Internationalization

In this section, I discuss literature on the internationalization of SMEs, a topic that is receiving
increasing scholarly attention (Steinhéuser et al., 2021). The discussion of these theories offers
a solid foundation and context for the rest of this theses. It helps to understand the academic
background and the progression of thoughts and ideas in the field of SME internationalization.
Furthermore, it enables us to compare the findings with established theories. This can help in
discussing how the internationalization process of SMEs in the Dutch-German border region
aligns with or diverges from theoretical expectations. However, I first explain the concept of
internationalization. This is an ambiguous concept with various definitions. It is not limited to
a single interpretation but encompasses several perspectives. According to the European
Commission (2014), internationalization involves "all activities that put SMEs into a
meaningful business relationship with a foreign partner." Dutot et al. (2014) offer a more precise
definition of internationalization, describing it as "the outward movement of a firm's operations
and the process of mobilization, accumulation, and development of a specific set of resources
to achieve greater performance" (p. 674). However, since the behaviour of the entrepreneur is
a central theme in this thesis, the definition of ‘international entrepreneurship’ is more aligned
with the understanding of internationalization in this context. International entrepreneurship is
defined by Ruzzier et al. (2006) as a “combination of innovative, risk-seeking behaviour that
crosses national borders and is intended to create value in organization” (p. 489). Later on,
Sarasvathy et al. (2013) defined international entrepreneurship as “’the discovery, enactment,
evaluation, and exploitation of opportunities—across national borders—to create future goods
and services” (p. 75) Since this definition includes the discovery of opportunities, a key aspect
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of our research question, it will serve as the foundation for this thesis.

With the concept of international entrepreneurship defined, the focus shifts to SMEs.
SMEs differ from large firms and possess specific characteristics that can influence their
decisions to enter international markets (Laufs and Schwens, 2014). Some of these
characteristics relate to structural, management, and property constraints, as well as financial
and human resource limitations (Johanson & Vahlne, 2003). Others pertain to their behavioural
strengths (Paul et al., 2017). Typically, SMEs exhibit entrepreneurial dynamism, flexibility, and
high motivation, whereas large firms benefit from economies of scale and scope, as well as
superior financial and technological resources. Consequently, when beginning the
internationalization process, larger firms are better equipped to manage trade barriers due to
their more developed resources and capabilities (Paul et al., 2017; Zacharakis, 1997). For this
reason, it is essential to distinguish SME-specific theories from general business theories.
Therefore, I will now focus on the established theories of SME internationalization, staring with
the antecedents.

2.1 Antecedents of SME internationalization

Understanding the reasons behind SMEs' decisions to internationalize is of significant
importance. As Benito (2015) points out, a company’s internationalization process is closely
intertwined with the underlying motives driving it. Hence, this thesis examines these factors
and now explores what previous literature has discussed on this topic. Steinhéuser et al. (2020)
systematically reviewed the literature on internationalization of SMEs and identified the main
themes that emerged. They summarized the main influential factors in each stage of SME
internationalization. The relevant themes that emerged were antecedents, patterns and outcomes
of SME internationalization. Since this thesis is interested in the motives for the entrepreneur’s
decision to engage in cross-border business, I firstly examine the antecedents of SME
internationalization. These antecedents primarily focus on the ‘when’ and ‘why’ companies
engage in the first foreign entry and on the factors that can influence an entrepreneur in its
decision to internationalize. In their framework, Steinhduser et al. (2020) divided the factors
that influenced the antecedents stage into three categories: individual level, firm level and
environmental level (Figure 2). At the individual level, networks (interpersonal or
interorganizational and formal or informal), international orientation, international experience
of the key decision-maker, the knowledge domain of the SME and international opportunities
recognition were identified as important antecedents. Furthermore, at firm level, firm structure,
firm capabilities international opportunities recognition, international orientation and
knowledge domain constituted influential factors. Lastly, environmental-level antecedents are
domestic uncertainties such as recession or political-legal impediments.



Antecedents

Individual level factors: networks; international orientation; international opportunities
recognition; international experience; knowledge domain of the firm

Firm-Level factors: firm structure; firm capabilities; international orientation; international
opportunities recognition; knowledge domain

Environmental-Level factor: domestic uncertainties

x J

Figure 2: Antecedents of SMEs internationalization (source: Steinhduser et al., 2020)

Given that this thesis explores the motives for internationalization between two EU countries,
it is important to consider what previous research on SME internationalization within the EU
has identified as the primary drivers. These findings particularly relevant, since cross-border
mobility in this region is relatively more common compared to other parts of the world, largely
due to the geographical proximity of the countries.. In their research on Lithuanian and
Norwegian SMEs, Korsakiené¢ and Tvaronavicien¢ (2012) distinguish external and internal
motivations for internationalization. They found that Lithuanian and Norwegian SMEs view
the limited size of their domestic markets, increasing competition from local and international
companies, and the geographic proximity to potential customers and key suppliers abroad are
decisive external motivations in their decision to internationalize. Regarding internal
motivations, the primary factors driving internationalization are profit maximization, access to
qualified personnel, risk diversification, and the availability of unique products or technological
expertise that provide a competitive advantage in international markets.

Additionally, in a research on the motives of Czech SMEs to internationalize, Kubickova
et al. (2014) found that demand for their products abroad, opportunities to expand their
customer base, limited demand in the domestic market, increased sales potential, and
competitive pressure within the domestic market were the primary motives to internationalize.
This conclusion is supported by research on SMEs in the food, wood processing, and
agricultural industries. Lastly, research on Finnish SMEs showed that the limited size of the
Finnish market, access to new knowledge and resources and the entrepreneur’s personal
experience and ambition, along with a strong network, play a significant role in the decision.
Collaborating with local partners and gaining local expertise helps ease the process.
Additionally, positive customer feedback and the appeal of uniform regulations, like those
within the EU, further motivate Finnish SMEs to internationally expand (Torniainen, 2021)

In short, SME internationalization within the EU is driven by both external factors, such
as limited domestic market size, increased competition, and proximity to potential markets, and
internal factors like profit maximization, access to skilled personnel, and risk diversification.
Entrepreneurs’ personal experience and networks, along with collaboration with local partners,
also play crucial roles. Additionally, positive customer feedback and the appeal of uniform EU
regulations further motivate SMEs to expand internationally.

Similar to Lithuanian, Norwegian, and Czech companies, Limburg SMEs face a limited
domestic market, which is likely to serve as a key motive for their internationalization.
Furthermore, the companies’ geographical proximity to other countries the growth potential in
neighbouring countries are both similarities as well and therefore likely to be additional external
factors that motivates internationalization. However, what may differ is that personal and social
networks between Limburg and Germany are likely to be stronger, since the Dutch-German



border region is considered an integrated borderland. As a result, these networks are likely to
serve as a stronger motivator for SMEs in Limburg compared to most other SMEs in the EU.

2.2 The Threshold of Indifference

While the previous section discussed the ‘when’ and ‘why’ SMEs engage in cross-border
business, I now briefly discuss why other SMEs do not engage in cross-border business. As
briefly mentioned in the introduction, this is mainly understood as a mental barrier, commonly
discussed in the context of labour mobility. Despite significant growth in cross-border
interactions due to European integration, labour market mobility has lagged behind (Straubhaar
2000). This led Van Houtum and Van der Velde (2004) to question why people remain relatively
immobile in the EU's cross-border labour markets, with this immobility appearing as a common
practice (Ernste, 2010). Cross-border labour movement is often explained by "push-and-pull"
factors, which are conditions that encourage or discourage mobility. Push factors are those that
drive people away from their home areas, such as economic pressures, perceived poor living
conditions, or overcrowding. Pull factors attract people to new areas, like better job prospects,
higher wages, social mobility, or simply the appeal of a particular place’s reputation or
opportunities (Knotter, 2014).

Even after decades of EU policies encouraging mobility, most workers in the EU still
largely limit their movement to within national labour markets. Hence a broader social-
constructivist approach is required, one that views preferences and decision-making contexts
as socially constructed and negotiated, rather than fixed as in rational-choice theory (Ernste,
2010). Van Houtum and Van der Velde (2004) address this gap by using poststructuralist
theories, arguing that human behaviour is guided by internalized societal norms rather than
explicit rules. From this perspective, national identity functions as an intuitive, embodied
framework that shapes rationality, explaining why people often ignore cross-border market
opportunities due to this internalized national habitus (Ernste, 2010). Due to a lack of familiarity
with life in neighbouring countries, there are hidden mental “’thresholds of indifference” that
discourage people from looking beyond their own borders, hindering an efficient cross-border
labour allocation (Van Houtum & Van der Velde, 2004).

Geographers have reached contrasting conclusions on cross-border commuting. Buxeda
(2005) found that European integration greatly boosted commuting from northeast France to
Germany from 1968 to 1999. On the other hand, based on the low levels of cross-border
commuting near the Dutch—German border by Arnhem/Nijmegen, Van Houtum and Van der
Velde (2004) argue that mental “’thresholds of indifference" stemming from unfamiliarity
discourage people from looking toward the other side, despite the removal of physical and
institutional barriers.

Clearly, the European labour market remains largely immobile despite EU efforts to
promote cross-border movement for optimal labour allocation (Knotter, 2014). While removing
physical and institutional barriers has helped, mental barriers rooted in national identity still
persist. Citizens' orientation toward their own nation, shaped by state formation, nationalism,
and welfare state systems, fosters “unfamiliarity” with neighbouring regions, hindering cross-
border interaction. However, wage and job disparities across borders can still encourage some
commuting. Ultimately, cross-border labour movement depends less on removing barriers and
more on regional economic inequalities, particularly the presence of key economic areas near
borders (Knotter, 2014).



While the Threshold of Indifference has mainly been studied in the context of European
labour mobility, addressing it in this thesis offers important context for understanding how
SMEs in the Dutch-German borderland operate. Many entrepreneurs in this region face similar
mental barriers, and the entrepreneurs interviewed in this thesis may have encountered them as
well, making it a significant challenge in their internationalization process. The context
provided in this sections helps clarify the emergence and complexity of this mental barrier.

2.3 Barriers to SME Internationalization

Having explored the motivations for internationalization and the unfamiliarity with
neighbouring states that hinders cross-border expansion, I now shift focus to the barriers that
SMEs face in the internationalization process. Based on data from 32 empirical studies that
examined the barriers to the internationalization of SMEs from wvarious perspectives,
Pietrasienski and Slusarczyk (2015) identified the main obstacles. Regarding market access, the
primary obstacles include limited information for identifying and analysing foreign markets,
challenges in spotting business opportunities abroad, difficulties in finding reliable foreign
representatives, and lack of access to export distribution channels. Regarding competencies,
they highlight personnel unprepared for international operations or an insufficient workforce,
lack of managerial time to oversee international activities, limited opportunities to establish
contact with potential foreign customers, difficulties in adapting products to meet the
requirements of foreign buyers, and challenges in offering competitive prices to foreign clients
as primary barriers. Lastly, although less prominent than the first two categories, external
factors in the business environment also pose barriers to SME internationalization. Examples
include poor or deteriorating economic conditions in international markets, political instability
in target markets, and a lack of support or incentives from the home country (Pietrasienski and
Slusarczyk, 2015).

Additionally, I discuss several case studies on the barriers to SME internationalization
in specific EU countries, as these are more relevant to this thesis since these SMEs are subject
to similar regulations as Dutch SMEs. Arranz & De Arroyabe (2009) explore the barriers
Spanish SMEs meet in internationalization. Spanish SMEs face internal and external barriers
when considering internationalization. Internally, limited resources such as insufficient
information, finances, and time hinder their ability to expand internationally. A lack of
knowledge in international business practices and management skills for global operations also
presents challenges. Externally, complex export procedures, unfavourable regulations, and
economic conditions in both the home and target markets can limit opportunities. Additionally,
political instability and cultural differences further complicate international expansion, making
it difficult for SMEs to navigate foreign markets successfully.

Furthermore, Korsakien¢ & TvaronaviCiené (2012) examine the main motives and
barriers for Lithuanian and Norwegian SMEs in the internationalization process. Firstly, the
authors identify the lack of capital is a major challenge, as limited financial resources can hinder
international expansion. Second, knowledge and information barriers arise from difficulties in
obtaining reliable data on foreign markets, regulations, cultural differences, and other relevant
factors. Third, network and collaboration barriers make finding and forming partnerships with
trustworthy foreign partners complex and time-consuming. SMEs also face bureaucratic
hurdles, limited financing options, and insufficient government support. Cultural, linguistic,
and business practice differences, along with risk aversion to political instability, currency

9



fluctuations, and economic uncertainty, further complicate internationalization (Korsakiené &
Tvaronavi¢iené, 2012). With regard to Czech SMEs, Toulova et al. (2015) found that they
primarily experience a lack of language skills and insufficient experience with foreign markets
as significant obstacles. This suggests that businesses often lack confidence in their own
resources and capabilities. Other key barriers include high costs of promotion abroad, lack of
government support and subsidies, insufficient information about foreign markets and
administrative burdens.

Lastly, the findings of a study on small UK retailers by Hutchinson et al. (2009) reveal
internal and external challenges to internationalization. Management-related barriers include a
lack of vision, fear of losing control, and insufficient knowledge. Company-level obstacles
involve difficulties in transferring the retail concept abroad, limited resources, and insufficient
consolidation within the domestic market. External environment challenges include issues with
legislation, currency fluctuations, cultural differences, and logistics. Additionally, the findings
emphasize a generally negative experience and perception of government support, with smaller
retailers feeling inadequately assisted in overcoming these barriers.

SMEs in Limburg are likely to encounter many of the same internationalization barriers
as those identified in the studies on other European SMEs. These barriers are likely to be
challenges related to financial resources, workforce readiness, adapting products, and
administrative and bureaucratic hurdles. However, Since Limburg is located near the German
border, many of the region’s SMEs are likely to have staff who speak German and are familiar
with German business culture. Consequently, barriers related to market access, cultural
differences, and finding foreign representatives may be less significant for these SMEs.

3. Internationalization processes

Following the previous section's focus on the factors influencing the decision to expand across
the border, I now move on to discuss the processes that occur after this decision is made. I begin
by exploring well-established theories regarding the internationalization process of SMEs.
Hereafter, I will explain the most recent theory of effectuation, which has partly evolved from
these established theories.

3.1 Stage models

Traditionally, stage-models are used to describe the internationalization process of SMEs. Stage
models consist of a series of fixed, sequential stages, although the number of stages can vary
significantly between models, ranging from as few as three to as many as six. Commonly, three
generic stages are identified: the pre-export stage, the initial export stage, and the advanced
export stage (Ruzzier et al., 2006). Andersen (1993) noted that, in general, these models are
relatively similar, with differences primarily in the number of stages and the terminology used.
These models, being largely behaviourally oriented, consider individual learning and the role
of top managers as crucial for understanding a firm’s international behaviour (Andersson,
2000).

Firstly, the Uppsala model is one of the most traditional theories describing the step-by-
step process of internationalization in which firms gradually expand their operations in foreign
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markets. They do so by acquiring, integrating, and utilizing international market knowledge.
Introduced in 1977 by Johanson and Vahlne, the model is based on a study of four Swedish
firms with operations in 20 different countries. It emphasizes the gradual and incremental nature
of internationalization, suggesting that market uncertainty in foreign operations is typically due
to limited knowledge about the foreign market. Therefore, firms tend to follow an incremental
path of internationalization, managing the limited knowledge of the foreign market more
effectively (Johanson & Vahlne 1977). Firms enter foreign markets by acquiring knowledge
and building experience, aiming to gain practical insights into clients and the market. As they
accumulate enough knowledge, they move to the next phase of international expansion and
increase their resource commitment to the target market. The Uppsala model presents four
major steps: no regular export activities, export activities via independent representatives or
agents, the establishment of a foreign subsidiary, and foreign manufacturing units. Instead of
expanding simultaneously to multiple countries, the model focuses on deepening involvement
in individual markets (Johanson & Vahlne 1977; 1990). Another stage-model approach is the
innovation-model. This model posits that internationalization can be viewed as an innovative
behaviour, where firms make decisions cautiously and reduce risk by adhering to a gradual,
step-by-step approach.

The traditional approaches are criticized for being theoretically vague. The criteria for
distinguishing between stages are problematic (Miesenbock, 1988; Andersen, 1993), as too
little attention is given to the timing and operationalization of the stages. Determining stage
differences based on activities often seems more subjective rather than identifying actual
distinctions. Ahokangas (1998) observed that, from a process perspective, these models fall
short since they only describe the process of change without detailing its dimensions or the
different strategies firms use to develop their activities.

3.2 Network approach

Another approach to analysing a firm's internationalization process is to use the network
perspective, as it provides a suitable framework for understanding firms as interconnected
actors within business networks (Johanson and Mattsson, 1993; McAuley, 1999). Building on
the Uppsala model, Johanson and Vahlne (1990) further examined the internationalization
process by incorporating a network perspective. This model extension involves investing in
new networks for the firm. If firm relationships are viewed as a network, it can be argued that
firms internationalize because other firms in their network are doing so. In the industrial system,
firms involved in producing, distributing, and using goods and services rely on each other due
to specialization. Certain industries or markets are more likely to internationalize given the
global economic structure (Andersen, 1993).

Much of the network-based research on international business focuses on managing
international relationships. These studies view the firm as a set of interconnected relationships
with other firms, varying in intimacy based on network relationships. Theoretical issues in
networks include different types of relationships and their properties, trust, control, resources,
and interdependence within and between firms. A key aspect often neglected in process-oriented
and network research is the strategic role and influence of individuals, especially entrepreneurs,
in SMEs' internationalization. Knowledge within long-term relationships is often concentrated
in one person, significantly impacting internationalization through close social ties with others.
These social relationships are crucial for entrepreneurs and their businesses (Davidsson &
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Honig, 2003; Hoang & Antoncic, 2003). This social network is a sub-network within the
business network, affecting and being affected by acquired resources and chosen operational
modes (Holmlund and Kock, 1998).

Inter-firm and interpersonal relationships also influence other internationalization
issues: foreign market selection, market servicing, entry dynamics, international market
development, marketing activities, timing of internationalization, export propensity, strategic
choices, performance, and degree of internationalization. Jakli¢ (1998) suggested that networks
are particularly useful for SMEs in catching-up economies, helping to overcome knowledge,
technology, and capital accumulation challenges.

3.3 Revisited Uppsala Model

Johanson and Vahlne’s Uppsala model underwent several changes and reached its most updated
model in 2009. Initially, the Uppsala model was characterized by a deterministic structure in its
recommendations and forecasts. However, by 2009, this approach had evolved to emphasize
greater flexibility, acknowledging "internationalization as an entrepreneurial process in a
business network context" (Forsgren, 2016, p. 1135). According to Forsgren (2016), integrating
business network theory and entrepreneurship into the Uppsala model is pivotal. It underscores
the importance of enhancing firm cognition through the internationalization process and
explores how this relationship impacts both internationalization and entrepreneurship. Johanson
and Vahlne (2009) introduced the concept of 'relationship-specific knowledge' within the
framework of business networks. They propose that this type of knowledge evolves through
interactions between partners, enhancing each other's resources and capabilities. This contrasts
with the original Uppsala model's concept of 'general market knowledge' from 1977, as it
emphasizes learning derived from interactions in business networks involving both buyers' user
learning and sellers' producer learning across diverse international markets (Johanson and
Vahlne 2003). While Johanson and Vahlne explicitly integrated entrepreneurship and business
network perspectives with network knowledge/learning in their 2009 model, network theorists
highlight the crucial role of network knowledge and learning. This is essential not only for
entrepreneurial learning but also for understanding the learning process in internationalization.

3.4 Effectuation

The revisited Uppsala Model serves as a bridge to the most recent theory that explain processes
by which firms develop international opportunities: effectuation. Effectuation has been
connected with this model and is, in its broadest sense, defined as a theoretical framework that
explains how entrepreneurs use resources they control along with commitments and constraints
from chosen stakeholders to develop new creations like ventures, products, (international)
opportunities, and markets (Sarasvathy et al. 2013). It represents a significant change in how
we understand entrepreneurial behaviour and decision-making when launching new businesses
or navigating high uncertainty. Effectuation has been employed to study innovation processes
not only among SMEs at the entrepreneurial level but also within large corporations at the
corporate level. Internationalization is recognized as one of the primary areas of effectuation
research (Laine & Galkina, 2016).

The rationale for integrating the effectuation approach into international
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entrepreneurship research lies in the similarities between entrepreneurial processes and those
involved in internationalization, both of which operate amidst Knightian uncertainty, goal
ambiguity, and environmental unpredictability (Schweizer et al., 2010). Sarasvathy et al. (2013)
propose naming it the Effectual Uppsala model and demonstrate that there are more similarities
than distinctions between them. They highlight two main differences: firstly, the effectual
process involves multiple cycles of interactions among stakeholders; secondly, opportunities
are not assumed to be given or external to the effectuation process (2013, p. 80). Additionally,
Galkina and Chetty (2015) integrate these theories using the concepts of networks and
commitments. They argue that what was previously perceived as serendipitous, unintended, and
ad-hoc internationalization is actually a deliberate choice by entrepreneurs to effectually
explore and exploit international opportunities by forming networks with any interested
stakeholders, regardless of prior knowledge about foreign markets. Similarly, Kalinic et al.
(2014, p. 635) assert that 'unplanned' internationalization does not necessarily imply illogical
decision-making; instead, entrepreneurs may follow an effectual rather than causal reasoning.

Effectuation theory challenges the prevailing influence of neoclassical predictive logic
(Read et al., 2015), which emphasizes precise positioning within established markets (Wiltbank
et al., 2006). Instead, effectuation theory acknowledges the inherent uncertainty found in
entrepreneurial environments and proposes an entrepreneurial decision-making model that
centres on managing an unpredictable future rather than trying to forecast it. In situations of
uncertainty, proactive individuals collaborate to create new opportunities by leveraging
available resources to pursue innovative goals (Sarasvathy, 2001). There are at least three
reasons why theories from entrepreneurship, particularly effectuation, are relevant to
conducting cross-border business:

1. Cross-border uncertainty: Engaging in cross-border business introduces additional
uncertainty into a firm's environment, even for well-established entities in mature
markets. This implies that firms, including those traditionally less entrepreneurial, may
need to adopt more entrepreneurial approaches to address cross-border challenges
effectively (Sarasvathy et al., 2013)..

2. Limited resources: Operating in international contexts involves various risks (political,
economic, sociocultural, etc.), making it a significant entrepreneurial concern for
international entrepreneurship research, particularly in combination with constraints in
resources (Ibid.).

3. Network dynamics: Establishing, maintaining, expanding, and managing networks—
whether at individual, organizational, or interorganizational levels—becomes more
complex across borders due to geographic and cultural differences. These factors
amplify communication challenges, underscoring the importance of understanding
network dynamics in international entrepreneurship (Ibid.)

The earlier discussed traditional models adopt process perspectives that align well with
effectuation models. International entrepreneurship (IE) models generally consider prior
knowledge, experience, and network characteristics as precursors to the internationalization
process. This implies that individuals with specific types of prior knowledge or network
structures are more likely to engage in internationalization.
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3.5 Interface model

The last theory on internationalization I discuss is a model that outlines the specific phases and
determinants of the development of bilateral cross-border relationships. To examine the
influence of the national border on economic interactions between companies in the border
regions of the Netherlands and Belgium, Van Houtum (1998) uses a conceptual model that
explains the emergence and development of cross-border economic relationships between
companies. The model outlines the process of relationship development between individual
companies and entrepreneurs, focusing on their actions, interactions, perceptions, and attitudes.
As a process model, it illustrates step by step how and why entrepreneurs meet, deliberate, and
ultimately decide to establish formal or informal working agreements.

Van Houtum (1998) identifies six phases in the development of a cross-border relationship:

e Contact: The initial meeting between two entrepreneurs, which can occur through
various channels such as networking, trade fairs, or other business contacts.

e Attraction: Entrepreneurs assess whether there is sufficient appeal to develop the
relationship further, considering factors like proximity, complementarity, and external
attractiveness (e.g., price/quality).

e Interaction: The negotiation phase, where entrepreneurs aim to agree on the terms of the
collaboration. Trust and transaction costs are key elements in this phase.

e Transaction: The point at which the agreement is finalized, possibly documented in a
formal contract.

e Relationship: The continuation of the collaboration, marked by consistent transactions.
Relationships can take various forms, such as control, production, service, or sales
market relationships.

e Success: The degree to which the cross-border relationship is successful, evaluated
based on its intensity and outcomes.

The model assumes that entrepreneurs are driven not only by strategic rationality but also by
affective and cognitive elements of the context in which the collaboration occurs. Each phase
in the model represents a decision point for entrepreneurs to either continue or terminate the
relationship. It also acknowledges that borders play a significant role in the development of
international economic relationships.

Since I do not exclusively analyse bilateral cross-border economic relations, I do not
use this model as analytical framework in this thesis. Nevertheless, it is worth discussing since
the model captures the how and why entrepreneurs meet, what made the relationship appealing
enough to develop further, the role of the border in this relationship and the perceptions of
interactions and actions between two cross-border partners. These elements are highly relevant
for this research since they relate to the motives to internationalize, the perception of the border
and border region, and possible barriers encountered by SMEs in the cross-border actions and
interactions with German partners or parties. Consequently, this step-by-step process is possibly
applicable to the internationalization process of SMEs in Limburg that maintain bilateral
collaborations with German partners.
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3.6 Entry modes

Lastly, I briefly discuss the entry modes of SME internationalization. Although these are not
specifically examined in the analysis itself, the entry mode is provided per company to give
context to the steps undertaken to realise the internationalization. The concept of entry mode is
not explicitly mentioned in the research questions because they naturally arise in the answers
to other inquiries, such as detailing the steps taken to achieve internationalization. Addressing
how internationalization was realized inherently involves discussing the chosen entry mode.

SMEs have various options for entering foreign markets such as exporting, licensing,
engaging in joint ventures, acquiring existing companies, or creating a wholly-owned greenfield
investment from the ground up. Selecting the appropriate mode of entry is a critical strategic
decision. I now briefly elaborate on these entry modes. Firstly, exporting involves both physical
goods as well as services. Secondly, licensing involves granting permission to a foreign entity
(licensee) to use intellectual property rights. Thirdly, a joint venture is a strategic business
arrangement with another company who collaborate on a specific business activity. Fourthly,
the acquisition of existing companies entails buying a majority share or the entire ownership of
a company that is already active in the foreign market. Lastly, a greenfield investment involves
creating a new company specifically to operate and serve the foreign market. The choice of
foreign market entry mode dictates the level of resources committed by the firm to the foreign
market, the risks assumed by the firm in the host country and the degree of control the firm can
exert over its international operations. Due to the specific characteristics of SMEs discussed
earlier, their choice of foreign market entry mode differs from that of large multinational
enterprises in terms of the level of commitment to the foreign market, how they manage risks
in the host country, and the control they have over their foreign market activities (Laufs &
Schwens, 2014).

3.7 Conclusion

In conclusion, while the traditional models describe internationalization as a step-by-step
process where SMEs expand foreign operations by gaining market knowledge, the network
perspective views internationalization as embedded within business networks and
relationships. Additionally, effectuation frames internationalization through entrepreneurial
behaviour under uncertainty. This approach stresses the importance of networks and
leveraging available resources to explore new international opportunities. Lastly, the possible
entry modes for SMEs are discussed as they shape the resources, risks, and control that SMEs
can exercise in foreign markets.

Since I expect SMEs in border regions to have easier access to resources, markets, and
information about the neighbouring country due to proximity, they can rely more easily on
local networks and informal channels rather than relying on extensive market research or
strategic planning. As a result, I expect these SMEs to experiment with internationalization
and take advantage of the opportunities that present themselves, rather than following a rigid,
step-by-step plan.
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4. Entrepreneurship in border regions

Given that conducting cross-border business should theoretically be easier for SMEs in these
areas due to the proximity to the border, it is likely that the internationalization process differs
for these firms. Therefore, in this section, I engage with literature on entrepreneurship in border
regions to gain insights into the specific implications involved of doing business in such
regions. Additionally, I discuss the Dutch-German border region in order to provide context on
the specific border region examined in this thesis. However, I firstly discuss the role of the
border in international entrepreneurship, since the opportunities borders offer are increasingly
highlighted in the literature.

4.1 The border as an opportunity

Although borders play a significant role in entrepreneurship, the entrepreneurship literature
rarely focuses on international borders and nearby border regions. These areas are often
perceived as delineating political, social, economic and cultural differences that can restrict the
movement of capital, people, trade, services, and information. As a result, borders have
typically been seen as obstacles to accessing international networks and foreign markets, which
are essential for the growth of entrepreneurship and SMEs (Makkonen & Leick, 2019).
However, borders can also be viewed as resources for SMEs. Sohn (2014) argues that cross-
border integration occurs not just through debordering, but because opening borders creates
opportunities for local and regional actors to exploit the cross-border context. He proposes two
models of cross-border integration: the 'geo-economic model' and the 'territorial project.' The
geo-economic model uses the border as a differential benefit, aiming to generate value from
asymmetric cross-border interactions, potentially increasing socio-economic disparities and
fostering cooperation for economic utility or regulating externalities. The territorial project
focuses on convergence and hybridization, emphasizing mutual understanding, trust, and
cooperation to transcend the border.

Sohn's first model shows that SMEs can exploit the border as a 'value-capturing' device.
Recent literature on 'cross-border regional innovation systems' (Lundquist & Trippl, 2013;
Makkonen & Rohde, 2016) suggests that cross-border differences (‘related variety') are a
locational benefit. 'Related variety' means that if the sides of the border are too similar, there is
little to learn, and if too different, there are no synergy gains (Makkonen & Rohde, 2016). Good
levels of 'related variety' drive economic growth and innovation in cross-border regions
(Lundquist & Trippl, 2013). By sharing knowledge, SMEs can foster cross-border cooperation,
laying the foundations for innovation and economic growth (Makkonen & Williams, 2018).
Furthermore, for SMEs, engaging in cross-border cooperation helps build competitive
advantages at the firm level. (Makkonen & Leick, 2019).

Additionally, many informal entrepreneurs use the border as a competitive advantage.
These self-employed economic agents, or informal cross-border traders, use the border to
acquire goods in one country to sell in another. For example, Juanita buys goods in the US to
sell in Mexico, benefiting from the limited movement of Mexican consumers (Pisani &
Richardson, 2012). More broadly, Smallbone and Welter (2012) encapsulate the view of
borders as a resource for entrepreneurship by stating that cross-border entrepreneurship offers
opportunities to access new markets, sources of supply, capital, technology, know-how, and
networks. Thus, these authors highlighting the benefits of borders in entrepreneurship suggest
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that being located in a border region as an SMEs might not be as worse as commonly believed.
The following two sections further explore this by reviewing the literature written on
entrepreneurship in these border regions and its implication for the border regions.

4.2 Entrepreneurship in border regions

Border regions are distinctive territorial entities comprising several local or regional authorities
that, despite being geographically close, belong to different nation-states. These regions have
gained increasing scholarly attention since the 1980s. The acceleration of globalization in both
economic and cultural exchanges, along with the development of supranational integration
mechanisms like the European Union (EU) and the North American Free Trade Area (NAFTA),
has led to greater permeability of state borders in certain parts of the world (Sohn, 2014).
Traditionally, borders have been considered as barriers to accessing international networks and
foreign markets. Consequently, many border regions around the world are considered peripheral
(Van Houtum, 2000). Despite its regional significance, literature indicates that cross-border
entrepreneurship remains underdeveloped in border regions. Hassink et al. (1995) observed
three decades ago that firms located in these areas often contend with incomplete markets due
to their hinterlands spanning national borders. Their research in the Euregion Maas-Rhine
revealed that many enterprises predominantly focus on national markets. Koschatzky (2000)
highlighted that SMEs in border regions frequently encounter difficulties in navigating
institutional structures, bureaucratic processes, and cultural differences across borders,
hindering their ability to capitalize on cross-border cooperation opportunities.

Given the peripheral status of many border regions, entrepreneurship in these areas,
particularly for SMEs and micro-businesses, can be seen as strategies for economic survival.
Research conducted in poorly developed regions such as North-East of Portugal (Natario et al.,
2015), the Polish-Czech border area (Kurowska-Pysz, 2016), and various border regions in
Bulgaria, Estonia, Greece, and Poland (Welter et al., 2018) underscores the importance of
understanding the motivations driving entrepreneurship in these contexts. For instance, studies
in Portugal emphasize the shift from necessity-driven entrepreneurship prevalent in less
developed peripheral regions to opportunity-driven entrepreneurship seen in more developed
central regions (Natario et al., 2015). Similarly, research in the Polish-Czech border area
suggests that novice SMEs may initially focus on local markets due to the challenges of
establishing themselves in cross-border markets (Kurowska-Pysz, 2016). Welter et al. (2018)
depict border regions as facing resource constraints and unstable institutional environments,
highlighting the complexities involved in promoting entrepreneurship, including SME
development, to enhance the competitiveness of peripheral regions.

However, these border regions are more of an exception within Europe, as EU
integration and expansion have reshaped the socioeconomic importance and role of border
regions. Topaloglou et al. (2005) made a typology of European border regions and showed that
the only border regions with low economic performance are primarily located along the western
borders of the new EU member states and the eastern external borders of the pre-enlargement
EU. The rest of the border regions are economically stable and relatively well-integrated.
Nevertheless, while Wach (2015) found that SMEs in border regions of Poland are more
internationalized than those in inland areas, cross-border entrepreneurship generally remains
underdeveloped in border regions (Neuberger et al., 2023).
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4.3 Locational challenges and opportunities

Having examined the current status of border regions in Europe and the role of SMEs within
them, we now shift our focus to the specific experiences of SMEs operating in these regions
and the challenges and opportunities they encounter while conducting business. Makkonen &
Leick (2019) made a typology of the main types of these locational opportunities and challenges
faced by SMEs located in border regions. By systematically reviewing the existing literature,
the authors explore these opportunities and challenges by analysing two overarching factors:
negative and positive effects of cross-border externalities on SMEs situated in border regions
on the one hand, and barriers to and benefits of cross-border cooperation, on the other. With
regard to locational opportunities, the first set of advantages emerge from the opportunities of
new market development and cost reduction. These include a larger pool of labour, new sources
of supply, extended cross-border markets, capital and the credit markets (banks) and
knowledge, technology and know-how. Secondly, SMEs could reap benefits from
inconsistencies in economic policies across the border and currency and market-size
differentials. Lastly, they have the possibility to tap into funding schemes, such as the EU’s
INTERREG program, and new trends coming from abroad. Moreover, Makkonen & Leick
(2019) outline several cross-border cooperation benefits for SMEs in border regions. These
include human capital qualifications (cause by knowledge transfer), market knowledge, new
business contracts, product and service range expansion, innovativeness and (other) benefits
from networks and linkages, and flexibility of SMEs as a positive factor in facilitating cross-
border cooperation (Figure 3).

Locational opportunities

Positive cross-border externalities Cross-border cooperation benefits
New market development and cost reduction through: +Human capital qualifications

+larger pool of labour +Market knowledge

+knowledge, technology and know-how +New business contacts

+sources of supply +Product and service range expansion
+extended cross-border markets +Innovativeness

+capital and the credit markets (banks) +Partner benefits (linkages and networks)
Reap benefits from: +Facilitated by the flexibility of SMEs

+currency and market-size differentials
+disparities in economic policies
Possibilities to tap into:

+funding schemes

+new trends

Figure 3: Locational opportunities for SMEs in border regions (source: Makkonen & Leick,
2019)

In contrast to the opportunities, many locational challenges are identified as well. In the case of
SMEs, these primarily relate to increased competition. Makkonen & Leick (2019) consider
competitive pressure, crime and violence and economic downturns as negative cross-border
externalities. Furthermore, the discouragement of local entrepreneurial activity and
vulnerability to changes in foreign trade regulations constitute negative cross-border
externalities as well. The former is caused by foreign direct investments (FDI) to establish
production plants, which could work to the detriment of small businesses in border regions,
while the latter primarily accounts for SMEs relying strongly on cross-border markets. On top
of these negative cross-border externalities, Makkonen & Leick (2019) identify several barriers
to cross-border cooperation as well. They subdivide these further into SME related barriers,
partner related barriers and external factors. Firstly, the SME related barriers are information
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deficits concerning the cross-border market, lack of technology, lack of human capital and
management resources, and antagonism and resistance towards cooperation in case of a stronger
neighbouring state. The latter derives from a fear of a commercial dominance due to the stronger
position of the foreign SME. Secondly, the partner related barrier is opportunistic foreign
enterprises seeking individual benefits. Thirdly, the external factors include legal and
administrative issues, macro-economic factors such as an economic crisis, currency risks,
political uncertainty, bureaucratic barriers such as visa requirements and customs, and
inadequate safeguarding for settlement of payments.

Locational challenges

Negative cross-border externalities Barriers to cross-border cooparation
—{ompetitive pressure SME related:

—Crime and viclence —information deficits/lack of knowledge
—Economic downturns —lack of technology

—Discouraging local entreprenaurial activity —lack of human capital and management resources
—Vulnerability to changes in foreign trade regulations —antagonism and resistance towards cooperation

Partner related:

—opportunistic foreign enterprises

External factors:

—legal and administrative issues

—macro-economic factors

—ourrendcy risks

—paolitical uncertainty

—bureaucratic barriers

—inadequate safequarding for settlernent of payments

Figure 4: locational challenges for SMEs in border regions (source: Makkonen & Leick, 2019)

4.4 The Dutch-German border region

Since we have established the state of the art regarding SME entrepreneurship in border
regions, I now present background information on the Dutch-German borderland and the
border between the two countries. This background information is intended to offer context
for the environment in which the SMEs being studied operate and to better understand the
experiences of entrepreneurs involved in cross-border business.

The Dutch-German border is one of those open, internal borders that have officially
disappeared or become significantly more permeable. Furthermore, there is a long history of
cross-border cooperation between Germany and the Netherlands, which has fostered both
formal and informal relationships and led to the establishment of five Dutch-German cross-
border regions. This border is an example of an 'Integrated Borderland', where major political
differences and formal barriers to the movement of people, goods, and capital have been
eliminated. However, the 'open' Dutch-German border also reflects contradictions related to
European integration, such as the ideal of a 'Europe without frontiers.' Despite extensive
efforts for Dutch-German cross-border cooperation since the 1960s and the more recent
intensified institutionalization of this cooperation, the current level of cross-border interaction
remains modest (Striiver, 2004). There is minimal cross-border commuting for work, and the
number of people living across the border is also small. About 43,000 people living in
Germany cross the border daily to work in the Netherlands, many of whom are Dutch
nationals residing in Germany and working in the Netherlands. In the opposite direction, just
over 9,000 people live in the Netherlands and travel to work in Germany (Noord360, 2018).
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One could argue that there are significant barriers to seamless cross-border activities
between Germany and the Netherlands, including challenges like inadequate information,
traffic conditions, cross-border infrastructure, and language differences—collectively termed
as 'material obstructions.' Conversely, efforts to establish 'material cross-border bridges' exist.
However, these examples do not address the enduring presence of borders in people's
perceptions, as they do not explain how individuals experience difficulties crossing the
border. Both Germans and Dutch cross the border regularly for special occasions like holidays
and shopping trips, yet the border persists as both a physical reality and a conceptual construct
shaped by representations, perceptions, interpretations, and practices (Striiver, 2004).

Regional cooperation is projected to become increasingly important in the near future.
According to sources, the theme of population decline in Europe will increasingly impact our
communities and society (Boekema et al., 2008). This trend is notably evident in Dutch
border regions, where population decline has either already begun or is expected to occur in
the coming decades (Pijnenburg & Szillat, 2021). Additionally, North Rhine-Westphalia, the
German side of the border region, is one of the weaker states in Germany in terms of
socioeconomics, with purchasing power falling below the national average. However, it is
home to over 18 million people, making up approximately one fifth of Germany's population.
Small and medium-sized enterprises (SMEs) are the backbone of the regional economy,
employing 80% of the workforce (Koperdraat, 2021). As a result, there is significant potential
for cross-border cooperation between SMEs on both sides of the border.

Stddteregion
Aachen

Figure 5. The Dutch-German border region at the level of Limburg (Source: Centraal Bureau
voor de Statestiek, 2018).

4.5 Conclusion

This section has provided context on the situation of SMEs in a border region and its
implications. Given that the literature highlights borders as not only barriers but also
opportunities, I expect SMEs in Limburg to perceive the German border as a strategic asset
rather than an obstacle, especially since each SME in this study has already taken the step to

20



expand across the border, indicating that they are unlikely to view it as a barrier. Additionally,
there is a certain level of "related variety," meaning there are enough differences to foster
learning and collaboration, yet sufficient similarities to establish successful partnerships.
Moreover, due to the vast market just across the border, I anticipate that SMEs benefit from an
expanded labour market, cost reductions, and access to a broader cross-border market.
Consequently, I expect them to primarily experience location-based opportunities, especially
since issues like crime and economic downturns are less significant in the Dutch-German
border region.

5. Methodology

This chapter describes the methodologies employed in this study and details the various
considerations and decisions made throughout the research process. Firstly, the chapter
describes the research approach. Secondly it discusses the method used for data collection,
including an explanation of the implications of using this method. Secondly, it offers an
overview of the participants involved. Subsequently, an explanation of the data analysis
process is provided. Finally, the methodological decisions are assessed and justified/explained
how such analyses lead to conclusions.

5.1 Research approach

According to Casula et al. (2020), there are two primary research approaches: deductive and
inductive. Deductive research is an approach that starts with general principles or theories and
then tests specific hypotheses to confirm or refute these principles in a particular context. This
contrasts with inductive research, which begins with specific observations and seeks to
construct general theories. This thesis takes a predominantly deductive approach, as it utilizes
existing theories and concepts as the foundation for its analysis. At the same time, it explores
a relatively understudied phenomenon, making the study exploratory in nature—an aspect
more commonly associated with inductive research. Exploratory research “typically occurs
when a researcher examines a new interest or when the subject of study itself is relatively
new” (Babbie 2007, p. 88). As a research objective, it is aimed at discovery, creativity, and
serendipity, often in the initial stages of a study. Exploratory research is provisional and aims
to gain initial insights into a subject. It helps in formulating questions that can be investigated
further in more comprehensive studies. It is flexible, pragmatic, and tailored to the specific
interests of the researcher. It is not confined to particular methods or approaches and the goal
is to identify potential generalizations that may lead to the development of future hypotheses
and theories (Casula et al., 2020).

Contrary to the traditional view of exploratory research as inductive and qualitative,
Casula et al. (2020) argue that a deductive approach can also be both possible and valuable. It
introduces the working hypothesis as a central tool in this approach. Deductive exploratory
research begins with a provisional framework derived from the literature, which may take the
form of a conceptual model, a theory, or a set of ideas. Instead of starting with data and
generalizing, as in inductive research, it begins with existing knowledge and tests it in an
exploratory context. While the research starts deductively with an a priori framework, it
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remains flexible and open to adaptation and new insights. The working hypothesis serves as a
provisional expectation that can be adjusted during the research process based on new data
and findings. This contrasts with formal hypotheses in explanatory research, which are
typically tested in a more rigid manner. The analysis of data in deductive exploratory research
relies on deductive logic, seeking evidence to support or refute the working hypotheses.

Since SME internationalization and border regions are both well-researched topics,
existing theories and concepts can be applied. However, the specific internationalization of
SMEs in border regions remains underexplored, which may lead to intriguing findings that
challenge general assumptions about SME internationalization or conventional views on
border regions. Hence this thesis is explorative in nature but uses a deductive approach.

5.2 Semi-structured Interviews

To explore the internationalization process of Dutch SMEs in the Dutch-German border
region, I conducted interviews with SMEs that conduct cross-border business in Germany.
Interviews can be carried out in three distinct forms: structured, unstructured, or semi-
structured. Structured interviews follow a predetermined set of questions in a specific order,
often comprising close-ended questions, and is typically used quantitative research methods
(Bryman, 2006). For this research, a qualitative approach is more suitable, leading to the
exclusion of structured interviews as a method. On the contrary, unstructured interviews offer
the greatest flexibility, with no questions or order determined in advance. This encourages
interviewees to speak openly and freely (Bryman, 2006). However, since it is crucial that the
entire internationalization process is covered in the conversation with the entrepreneur., the
unstructured format is not suitable for this research due to the risk of missing specific details.
Hence semi-structured interviews were chosen as the preferred method. This format combines
elements of both structured and unstructured interviews (Kallio et al., 2016). While the
interviewer follows a plan, the sequence of questions is flexible, alternating between open-
ended and close-ended questions. This approach allows for a flexible yet systematic
exploration of themes (Kallio et al., 2016).

According to Silverman (2020), a predetermined thematic framework for semi-
structured interviews is best captured in a topic list. Hence I created such a list (See appendix
I). This list served as an interview guide, ensuring order when necessary and allowing the
researcher to adjust the order of questions and switch between open-ended and close-ended
questions as needed. I anticipated that the interviewees would provide diverse answers and
opinions. Due to the broad nature of the questions, it was challenging to address everything
within a single questionnaire. Interviews were recorded (with the respondent's permission) to
ensure that all relevant information was captured. However, this research method has its
advantages and disadvantages, which will be discussed next. A key drawback of face-to-face
interviews is the interviewer’s potential influence, as they must be cautious not to steer
responses toward preferred outcomes (Diefenbach, 2009). Since the main issues are
objectivity and a non-systematic approach, the interviewer's involvement in the conversation
was minimized. This approach is based on the idea that the best way to exert little influence
over the interview is by limiting the researcher's role in the discussion (Diefenbach, 2009).
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5.3 Data collection

The empirical data was gathered through 12 interviews conducted in May and June 2024. I
began by compiling a list of potential interview candidates, obtained from an overview of
companies active in the region of Venlo provided by the organization Ondernemend Venlo.
Using several criteria, I selected specific SMEs after researching each company online. These
criteria are the following:

1. The company is an SME and therefore has a maximum of 250 employees;

2. The company conducts cross-border business through a foreign acquisition, greenfield
investment, joint venture, hiring German employees or export to Germany;

3. The company is located in the province of Limburg, the Netherlands.

If an SME met the criteria for my research, I contacted them via email and provided a
description of my study. I inquired whether they were willing to participate in an interview
and if there was someone within the company knowledgeable about the internationalization
process, which is a key criterion for selection. Furthermore, I obtained several names of
potential candidates through snowball sampling and during networking events to which I was
invited by my internship organization. Since the entrepreneur plays a central role in SMEs, it
is preferable to interview the CEO to gain insights into the firm's international behaviour.
Eight interviews have been conducted with the CEO, one with the CFO, one with the site
manager of the German location of the industrial gasses and propane company, and two
additional experts on cross-border business in the Dutch-German borderland were
interviewed. Due to time constraints, the interview with the site manager was conducted by a
fellow researcher who was briefed about my study. [ went over the interview guide and my
research proposal with her to ensure she could conduct the interview adequately.

The purpose of the two extra expert interviews is to shed light from another
perspective on the borderland as a region to do business and the process of crossing the border
to Germany from another perspective. One of these experts is the CEO of a non-profit
organization that facilitates the cooperation between SMEs in the Dutch-German borderland
through marketing campaigns. For this purpose, the organisation cooperates with a German
organisation and therefore conducts cross-border business to some extent as well. The second
expert is a colleague from the internship organization who previously ran a small business in
Germany, with operations in the Netherlands. He has also been involved in the cross-border
business activities of several companies in the Dutch-German border region.

Before the empirical data, I included several interviews with relevant companies in the
Dutch-German borderland that I did not personally conduct under the header ‘Preliminary
research’. I obtained these interviews online on the website of Ondernemend Venlo Magazine.
The four companies found online are not anonymously addressed since these companies
agreed to the publishment of these interviews. These additional secondary data serve as a
valuable supplement to the interviews I conducted, since the findings can further validate or
falsify the arguments that emerge from my own interviews.
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Table 1: Sample overview of companies

ID Location | Headco | Foreign entry mode Communication
of origin unt

Wholesale company Belfeld 17 Greenfield investment | On site
IT company Reuver 42 Greenfield investment | On site
Gas company Wanssum | 11 Greenfield investment | On site
Software Consultancy Venlo 16 Joint venture On site
company
Machine Producing Venlo 125 Joint venture On site
company
Opto-Mechatronics Venlo 120 Export On site
company
Battery company Kerkrade |11 Export On site
Cladding material Roermond | 220 Export Microsoft Teams
company
Data visualization Horst 11 Joint venture On site
company

Table 2: Interviews with experts
ID Organisation Location Communication
Cross-border Fontys Venlo On site

business expert 1

Cross-border
business expert 2

Non-profit Marketing
Organisation

Roermond

Microsoft Teams

Table 3: Additional interviews conducted by other parties

ID Industry Location of | Headcount Foreign Publication
origin entry mode | platform

Viking* Office Venlo 500 German O. Venlo
supplies employees magazine

Systemec Internet Venlo 22 Joint venture | O. Venlo
service magazine
provider

Schell Medical Belfeld 25 Greenfield O. Venlo

industries equipment investment magazine
producer

Marcelissen | Food Belfeld 25 Export O. Venlo
processing magazine
machinery

*This company is included since the interview offers valuable insights, even though it
exceeds the 250-employee limit.
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5.4 Data analysis:

All interviews are recorded in order to accurately code and analyse the results. The interviews
are transcribed through the program Notta. This program accurately transcribes the
respondents words in full sentences, both in Dutch (language used in the interviews) and
English. After the program automatically transcribes the interviews, I re-read the
transcriptions in order to filter out minor flaws, since the software tends to incorrectly capture
names of people, companies or cities/towns. Furthermore, it regularly uses redundant
punctuation in sentences and occasionally assigns certain spoken words or sentences to the
wrong speaker. This review of the transcriptions ensures accuracy and benefits the coding
process. Transcripts of the interviews are included in appendix II.

After transcribing the interviews, the data was analysed. Boyatzis (1998) discusses
two approaches to analysis, distinguishing between theory-driven and prior-research-driven
code development. Theory-driven code development involves codes derived from hypotheses
or statements, suggesting a certain level of rigidity. However, since this thesis is not based on
the traditional hypotheses of deductive research, this method requires no further elaboration
Boyatzis (1998) then describes prior-research-driven code development, which involves
building on existing research by ‘’clustering or reconfiguring categories identified or
developed by others™ (Boyatzis, 1998, p. 37). This approach allows researchers to build on
earlier work that has already demarcated themes or codes, emphasizing contextual
understanding. Moreover, it enables a contribution to previous research while retaining
inductive characteristics. There it avoids the need to reinvent the wheel for the current study
(Boyatzis, 1998). Therefore, codes and categorizations validated by previous researchers were
used as focus, although the emergence of new codes was not excluded. However, this
approach introduces a key weakness: assuming that the viability and reliability of codes
established by others are justified (Boyatzis, 1998). The previous comprehensive literature
review served as a filter to identify non-viable statements, thereby ensuring reliability. Prior-
research-driven code development was central to this research due to its alignment with the
research goals, particularly its ability to facilitate induction while contributing to existing
theories. The coding of the data therefore has both inductive and deductive characteristics.

A suitable method to combine these elements is the Gioia methodology, which a
structured and rigorous approach designed to ensure credibility and transparency in qualitative
research (Gioia et al., 2012). When this method is used in interviews, a large number of terms,
codes, and categories provided by informants emerge at the beginning of the research, similar
to Strauss and Corbin's (1998) concept of open coding. In this initial stage of analysis, we
closely stick to the informants' language and make minimal effort to define the categories. As
a result, the number of categories tends to increase dramatically early in the study. It is not
uncommon to identify 50 to 100 first-order categories from the first ten interviews, making
the initial number of categories seem overwhelming. Hereafter, the method looks for
similarities and differences among the numerous categories. This process gradually narrows
down the relevant categories to a more manageable number. In the second-order analysis, the
focus is on the theoretical aspect and it is questioned whether the emerging themes suggest
concepts that can help to describe and explain the phenomena we are observing. We pay
special attention to new concepts that don't appear to have sufficient theoretical references in
the current literature. Once the complete set of first-order terms and second-order themes is
complied, it is possible to create a data structure, which is arguably the most crucial step in
our research approach. This data structure not only helps to organize data into a coherent
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visual aid, but it also graphically illustrates the progression from raw data to the development
of terms and themes during our analysis (Figure 6). This is essential for demonstrating rigor in
qualitative research (Gioia et al., 2012). The data structure derived from the interviews
conducted in this thesis is presented in appendix III.

1st Order 2nd Order Aggregate
Concepts Themes Dimensions

- Loss of parent company as direct (internal) comparison — Chanage in )

- Shift in focus to comparisons with competitors _,_?} Social Regf ts
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= Who we are going to be? /| How will we see ourselves? — Temporal ldentit ) Triggers of
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= We don't even know who we are right now y o

- Understand the labels, but what do they mean? — Identity -
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I
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Context
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- -
« Shift from “independent” and “innovative" to “doing the i )
right thing" —[-\_ Refined Desired
= Providing more to work life than just a paycheck —[_F__d.-—-""’ Future Image R
= Proactive management of internal and external perceptions A ] .
Leadership
= Using branding efforts to change external perceptions |_|“=—_____ Increased Responses to \
» Branding efforts can help employees with disconnects — Branding Efforts Sensegiving
—_ Imperative
—
= Behaviors more influential than words I_F‘—‘——_____ Modeling __
+ “Walking the talk”  — Behaviors

Figure 6. Data structure according to Gioia et al. (2012)

Despite the strong inductive character of this method, Gioia et al. (2012) acknowledges that
new concepts and insightful ideas are meaningful only if they can be connected to existing
knowledge and theories. Thus, the purpose of this method not only creating propositions to
guide future research but also identifying and emphasizing concepts and principles that can be
broadly applied. Furthermore, the emergent themes, concepts, and dimensions are compared
to relevant literature not only to see whether the findings have precedents, but also to discover
if new concepts have emerged (Gioia et al., 2012).

The analysis of the interviews was conducted using the software 'atlas.ti'. Initially, the
coding process provided an overview of the relevant data by listing 25 codes. This served as
the foundation for the subsequent phase of coding, where initial codes were organized into
patterns called ‘code groups’ (see appendix IV). These code groups were further structured
into new categories: ‘motives for internationalization™, ‘barriers to cross-border
entrepreneurship’, ‘steps in internationalization process’ and ‘border region opportunities and
challenges’.
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6. Preliminary research

Before presenting the interviews, I first discuss some preliminary data I gathered prior to
conducting the interviews. These data consist of four recent interviews with Dutch SMEs
operating in the Dutch-German border region in Limburg, focussing on their experiences on
doing cross-border business with Germany. The purpose of discussing these interviews is to
offer initial insights into the antecedents and barriers of internationalization, the decision-
making process and locational opportunities and challenges experienced by SMEs in
Limburg. I organized the data into four sections based on my sub-questions, beginning with
the motives for internationalization.

6.1 Motives for Internationalization

In each interview, the drivers for internationalization are addressed. The entrepreneur of
Systemec received an inquiry from Germany, which led him to identify a market opportunity
across the border. The insufficient digital infrastructure had been an ongoing issue for local
government agencies for many years. Small towns and villages, especially in the border areas,
had been significantly overlooked, resulting in businesses leaving these regions.
Consequently, Systemec decided to take the initiative to enhance the digital infrastructure
directly across the border (Ondernemend Venlo, 2023a).

While Systemec identified a specific gap in the German market regarding digital
infrastructure, Schell Industries primarily explored Germany due to the higher demand for
their product. The company noted that North Rhine-Westphalia alone has a population
comparable to that of the entire Netherlands, which makes it particularly appealing.
Furthermore, Schell has been supplying nursing and hospital beds to various hospitals since
2006, and the director provides a straightforward explanation for this. In countries like
Germany, as well as Austria, Switzerland, and Belgium, the majority of women give birth in
hospitals. In contrast, the Netherlands has a relatively high number of home births compared
to the rest of Europe (Ondernemend Venlo, 2024b).

Similarly, Marcelissen explored that Germany is a significant market for sales due to
high German demand. The CEO explained that the manufacturing industry in Venlo has
reached great heights due to the proximity of the German industry. Marcelissen argues that
Germans find the Dutch friendly, flexible, and solution-oriented. Furthermore, Germany is
truly a land of potatoes, and Marcelissen can benefit from that as a company. In fact, seventy
percent of their foreign sales occur in Germany. They provide the area around
Monchengladbach as an example, where they have six or seven major clients who have a
complete production line. This is ideal for establishing new business relationships and
learning from those client experiences (Ondernemend Venlo, 2024a).

In addition to the attractive German market, Systemec’s business in Germany benefits
from its German background. The company has a partnership with the German company
TKM, and the founders of both companies have had a cross-border business relationship that
spanned over thirty years. This connection was naturally passed down to the next generation,
since the current entrepreneurs not only inherited the partnership but also attended the same
school (Ondernemend Venlo, 2023a). Furthermore, the entrepreneur of Viking had been
interested in Germany since he was young, especially its economy and politics. Nevertheless,
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he has no concrete family or business connections (Ondernemend Venlo, 2023b).

6.2 Barriers to cross-border entrepreneurship

In terms of barriers to cross-border entrepreneurship, SMEs identified several cultural
differences between the Netherlands and Germany, alongside strategies for overcoming them.

6.2.1 Cultural barriers

Systemec highlights the significant differences in corporate hierarchy between the two
countries. While Dutch businesses tend to embrace an informal corporate culture, German
companies maintain a more hierarchical structure. Systemec’s entrepreneur explained that as a
manager, one must adapt to these cultural expectations, behaving like a "chameleon." For
instance, he is addressed informally as "Sjoerd" in the Netherlands, but in Germany, he is
referred to formally as "Herr Derkx." Although this distinction may feel uncomfortable to
Dutch entrepreneurs, Systemec advises against resisting it, emphasizing its importance to
German clients.

Additionally, Systemec stresses the need for patience when building relationships in
Germany. They note that while both Dutch and Germans value openness and honesty, the
Dutch often expect quick results and move on if immediate answers are not provided. This
approach, however, is ineffective in Germany, where building goodwill and trust must come
first (Ondernemend Venlo, 2023a).

Similarly, Viking points out cultural differences in recruitment practices. While the
Netherlands increasingly relies on online methods, Germany continues to value traditional
channels, such as job advertisements in Sunday newspapers, for certain positions. Viking’s
CEO, Raijmakers, also notes that German managers prioritize knowledge and expertise during
interviews, compared to the Dutch focus on skills. He emphasizes that successful cross-border
recruitment requires understanding these cultural nuances (Ondernemend Venlo, 2023b).

To overcome cultural barriers, Raijmakers advises entrepreneurs to actively listen,
invest time in understanding local practices, and adopt a neutral perspective. Reflecting on his
own experiences, he recalls initially comparing German practices to Dutch ones, assuming
Dutch approaches were superior. This mindset shifted as he learned to appreciate the
differences and adapt accordingly (Ondernemend Venlo, 2023b). Schell Industries
underscores this by acknowledging their initial mistake of copying their Dutch market
strategy, which later proved ineffective in Germany (Ondernemend Venlo, 2024b).

6.2.2 Language Barriers

All interviews strongly emphasize the importance of speaking German when conducting
business across the border. Viking explains that roles like customer service must be staffed by
native German speakers to effectively communicate with local customers. Raijmakers also
highlights that while many young Dutch professionals struggle with German, learning the
language is a worthwhile investment. It not only demonstrates interest in the culture but also
deepens one’s understanding of it (Ondernemend Venlo, 2023b).

Systemec adds that offering web and cloud services requires German-speaking staff
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who can explain complex concepts clearly to clients. Given the aging management
demographic in Germany, convincing them to adopt modern technologies, such as cloud-
based solutions, requires both linguistic proficiency and strong persuasive skills
(Ondernemend Venlo, 2023a).

Marcelissen takes a more nuanced stance, acknowledging that while sales staff must
speak fluent German, technicians who install and maintain machinery do not face the same
expectations. Instead, he advises staff to admit when something is unclear and to ask
questions when needed, as this demonstrates honesty and builds trust (Ondernemend Venlo,
2024a).

6.2.3 Administrative Barriers

In addition to cultural differences, administrative barriers also pose challenges for cross-
border business. Viking highlights the strain on HR departments caused by cross-border
commuters, who face complexities related to taxes, laws, insurance, and cultural differences.
For example, questions frequently arise about health insurance, child benefits, and
unemployment compensation. The COVID-19 pandemic further complicated matters, as
remote work for cross-border employees affected social security, mortgage interest
deductions, and other tax-related issues. Viking emphasizes that HR departments must have
expertise in German tax laws, insurance policies, and labor regulations to manage these
challenges effectively (Ondernemend Venlo, 2023b).

Systemec acknowledges the time-consuming nature of the German bureaucracy but
views it as an opportunity to build long-term relationships. They compare the process to
entering into a "marriage" with the customer, as the effort invested often results in a stable,
lasting partnership (Ondernemend Venlo, 2023a). In contrast, Marcelissen downplays
administrative barriers, noting that border regulations and export requirements are less
significant than many assume. He argues that exporting machinery to Germany presents no
real challenges and suggests that Germans prioritize standards and values over bureaucratic
hurdles (Ondernemend Venlo, 2024a).

6.3 Steps in the internationalization process

Lastly, the four interviews addressed various practical measures undertaken during the
internationalization process. First, three entrepreneurs emphasized the importance of forming
partnerships. For example, Systemec collaborated with a German supplier to install kilometers
of fiber optic cables under the Maas River into German territory. This project was
successfully completed, leading both parties to support each other in expanding their
operations in the German and Dutch markets (Ondernemend Venlo, 2023a).

Additionally, Schell Industries has set its sights on 3,000 healthcare institutions across
the border in North-Rhine Westphalia. To determine the right approach, they partnered with
an account manager and a local educational institution to develop effective strategies and
decide how to initiate contact (Ondernemend Venlo, 2024b). Viking, on the other hand,
advises connecting with companies that already have experience in cross-border business to
learn from their expertise (Ondernemend Venlo, 2023b).

Schell Industries further highlights the importance of ensuring that foundational
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elements are in place. This includes establishing a GmbH, having knowledge of tax
regulations, using appropriate marketing tools, certifying products, and hiring a German
representative. Delaying these steps, they argue, will only cause setbacks. They also
emphasize the need for a well-considered strategy and a willingness to act. The company
invested early by hiring a German account manager who is a native speaker, understands the
culture, and is familiar with local norms. The director explains that Germans prefer doing
business with someone local (Ondernemend Venlo, 2024Db).

Another crucial foundational step, as underscored by Schell Industries, is setting up a
GmbH, which they consider essential for successfully entering the German market
(Ondernemend Venlo, 2024b). Systemec supports this perspective, stating that having a
German mailing or visiting address, along with German-speaking staff as points of contact, is
critical for creating familiarity and trust among potential clients. To that end, Systemec
established a GmbH headquartered in Monchengladbach, in the German part of the Dutch-
German border region (Ondernemend Venlo, 2023a).

Marcelissen, however, offers a contrasting view. The company argues that they can
effectively serve all markets from their base in Venlo without employing German staff or
establishing a local presence in Germany. According to Marcelissen, having a local presence
is not a prerequisite for cross-border success (Ondernemend Venlo, 2024a). To grow their
customer base in Germany, Marcelissen’s entrepreneur explains that the travels across the
country, focusing particularly on the fresh processing industry, including farms. He often
drives directly onto properties, honestly states his purpose, and is frequently invited for a cup
of coffee. Sitting at kitchen tables, he builds relationships by engaging in personal
conversations, during which clients proudly share their business stories and even offer tours.
Marcelissen advises picking up the phone or visiting companies in person. Being friendly and
genuine—without being pushy—is key to progress. He stresses the importance of patience, as
Germans prioritize building trust over time.

Finally, Schell Industries asserts that building a strong network involves identifying
the right group of professionals to approach initially. Once a presence is established and
customers are satisfied with products and services, word-of-mouth will naturally expand the
network (Ondernemend Venlo, 2024b).

6.4 Border region opportunities and challenges

With regard to locational challenges and opportunities, three companies briefly shared their
perspectives on doing cross-border business in a border region, primarily highlighting the
advantages. Due to recent developments, such as delayed deliveries caused by the stranded
ship in the Suez Canal and the impacts of COVID-19, Systemec advises companies to seek
producers and suppliers within the Euregio. Businesses are increasingly recognizing that
paying a slightly higher purchasing price is worthwhile if they can source products locally and
have them delivered the next day. This approach also reduces transportation, resulting in
lower emissions and a more sustainable strategy. Germany offers a wide range of excellent
products, and Systemec believes that companies in Venlo miss out by not engaging in cross-
border business with Germany. Such collaboration benefits not only sales but also
procurement. Being located in the border region further enhances these opportunities due to
the proximity of the German border (Ondernemend Venlo, 2023a).

Moreover, Marcelissen argues that the proximity of the border is of significant
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importance for it as well, since many of its clients are located in the border region and
because of the ease with which one can travel further into the country. For Marcelissen, being
located near the border is seen as an additional opportunity rather than a limitation, leading
the company to encourage others to take action abroad. It also frequently sources its own
supplies from other countries (Ondernemend Venlo, 2024a). Lastly, Viking highlights the
potential border regions have, especially in the area of recruitment, and is therefore happy that
more efforts are being made in terms of cross-border cooperation within the Euregion,
involving organizations, municipalities, and others (Ondernemend Venlo, 2023b).

6.5 Conclusion

In conclusion, the four interviews provided valuable initial insights into the
internationalization process of SMEs in Limburg, primarily since each company entered
Germany with a different foreign entry mode. Regarding the motives for expanding into
Germany, the interviews highlighted that the primary drivers were external, consisting of a
combination of market potential, personal experiences, and established relationships.
Furthermore, in terms of the barriers to cross-border entrepreneurship, the interviews mention
cultural barriers such as the different hierarchies in German companies and the strict
adherence to regulations. To overcome these barriers, it is essential to adopt a German
perspective instead of imposing a Dutch strategy on the German market. Furthermore, the
significance of building goodwill to overcome the cultural barrier is emphasized. Language
proficiency is another key factor; fluency in German not only facilitates better customer
relationships but also fosters trust and understanding of local practices.

In addition to cultural barriers, several administrative obstacles are highlighted in two
interviews, particularly concerning HR issues and the complexity of German bureaucracy and
its impact on various aspects. However these barriers are downplayed in the other two
interviews and the paperwork is seen as an opportunity to build long-term relationships.
Additionally, several steps that are important in the internationalization process are
mentioned, such as the significance of partnerships, providing a German invoice, having a
German representative and expanding market presence. The exact order of the steps or
specific process is not provided, but it appears that initial investment is crucial, and expanding
the customer base can be done in a relatively effectual manner. Lastly, SMEs appear to
perceive their location in a border region as advantageous, recognizing the potential and
benefits that come with being close to the German border.

Empirical evidence

The previous section already revealed some first ideas on the internationalization process of
SME:s in the Dutch-German border region. Now, in the empirical evidence section, I discuss
the results of the interviews I conducted with other SMEs from the same region. Firstly, |
discuss the motivations of SMEs in the Dutch-German borderland.

7. Motives for Internationalization

The interviews revealed several motives, which can be grouped into three main categories:
opportunity recognition in the German market, personal experience with German culture, and
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social or business networks. Firstly, I elaborate on the motives regarding the appeal of the
German market.

7.1 Opportunity recognition in the German market

Several entrepreneurs explained that they had already gained many German customers before
officially expanding into Germany. For example, the Software Consultancy Company found
the German market particularly appealing because many of its Dutch customers living in
Germany were interested in a specific product the company offered. This product was not
readily available in the German market. Additionally, ‘modern’ German customers, who
preferred cloud software solutions distinct from traditional German offerings, also showed
interest. These two customer groups motivated the Software Consultancy Company to expand
into Germany by establishing a Gesellschaft mit beschriankter Haftung (GmbH), representing
a greenfield investment. Similarly, the Wholesale Company observed an increasing number of
customers from both Belgium and Germany. This trend prompted the entrepreneur to visit
these customers abroad and eventually establish GmbHs in both countries. The steps taken by
the Wholesale Company to establish itself in Germany will be elaborated on later.

While the Software Consultancy Company gained customers through cooperation with
another party, the IT Company identified a gap in the German market itself. The entrepreneur
noted that German hospitals still relied heavily on paper for archiving. Recognizing this
opportunity, the company introduced digital archiving solutions and collaborated with
German partners to meet the demand. Similarly, the Battery Company emphasized that the
vast size of the German market played a key role in its decision to expand there.

The Data Visualization Company also identified Germany’s relative lack of
technological progress in its sector. While already serving many Dutch customers, the
company noticed that Germany lagged behind in digitizing the agricultural and horticultural
sectors. By measuring factors such as temperature, soil moisture, and air quality and
presenting these insights through dashboards, the company attracted German farmers and crop
advisors by hosting presentations across the border.

In contrast to these companies, which were drawn to the opportunities in the German
market, the Gas Company expanded into Germany for different reasons. At the time, natural
gas was widely available in the Netherlands, leading to limited demand for their product. In
Germany, however, less than half of households had access to natural gas, offering greater
market potential. While the German market proved attractive, the Gas Company’s primary
motivation was the lack of opportunities in the Dutch market.

7.2 Social/business networks

While several entrepreneurs considered the German market as the key motivation to cross the
Dutch-German border, others pointed out that existing contacts facilitated their decision to
make the move. The entrepreneur of the I'T Company explained how his company was
founded by another company that focused on archiving and creating maps for hospitals.
However, due to the digitalizing of hospitals, the company started to focus on digital
archiving. The previous owner had bought a piece of land across the border in Germany on an
industrial site that was still under development. He offered this land to the new owner, who
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accepted it as he wanted to start something in Germany due to the attractive market. Thus, for
the IT company, the motive to expand into Germany was a blend of business connections and
an appealing market, making the move to Germany seem like a natural step

Similarly, the Software Consultancy Company's move to Germany was also driven by
a business connection. The entrepreneur explains that his company is a supplier, reseller and
implementation partner of a certain software product. The owner of this software product
came with the idea to sell the online product in Germany and the entrepreneur went along
with this idea. Thus, it was basically an opportunity from the supplier who wanted to gain
foothold in Germany. Therefore, to the Software Consultancy Company, the step was rather
coincidental as well. However, compared to the IT Company, the entrepreneur admits that this
decision was rather ill-considered, since they hadn't done anything significant in Germany
before and the decision had to be made quickly. They simply believed in the idea of their
software supplier.

Differently from the previous two companies, the Machine Producing Company made
the step to Germany due to an idea by a German employee. Its CEO explains how he bought a
company out of bankruptcy and that several German employees were in that company. One of
these employees had to do the sales in Germany and he had the idea to make his own products
and sell them as an agent. He wanted to sell his products, but at some moment he needed
funding for his products. Consequently, the entrepreneur started participating in that company,
since this employee was an agent who fitted in the program of the Machine Producing
Company. In contrast to these business connections, the Data Visualization Company entered
Germany primarily through numerous social connections as well. Being situated in a border
region, the entrepreneur was acquainted with many Germans, which facilitated the company's
expansion into Germany. The details of how this happened will be explained later.

7.3 Experience with German culture

For the IT Company, the decision to expand into Germany was logical for several reasons. In
addition to the offer of a piece of land by the previous owner and the promising potential of
the German market, the company already had a joint venture in eastern Germany. This prior
business experience in Germany set the I'T Company apart from other SMEs. However,
transitioning from a joint venture to establishing a GmbH still represented a significant leap.
Moreover, the entrepreneur's personal ambition to expand into Germany was fuelled by his
earlier role as a board member of a business club in the Maas-Rhein Euregion. This
organization hosted networking events connecting entrepreneurs from both sides of the
Dutch-German border, further inspiring him to pursue business opportunities in Germany.

Similarly, the entrepreneur of the Gas Company found the move to Germany natural,
owing to his German background. He grew up surrounded by the German language, as his
parents owned a German-focused installation company. His exposure to the language was
further reinforced by the television options available in the border region, which primarily
included German channels. This familiarity with German culture and language significantly
eased the transition for his business.

Similarly, the entrepreneur of the Software Consultancy Company cited his exposure
to German television during childhood as a factor in his eventual, albeit unexpected,
expansion into Germany. In addition to language skills, The entrepreneur of the Machine
Producing Company noted that having German relatives made doing cross-border business
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easier. Similarly, the entrepreneur of the Battery Company highlighted that his 10 years of
work experience in Germany substantially reduced the barriers to entering the German
market. By contrast, the Cladding Material Company and Opto-Mechatronics Company
explained that their involvement in Germany was largely incidental. Both had been selling
their products in Germany since their inception, and their cross-border business evolved
naturally over time.

7.4 Conclusion

In conclusion, the motives driving entrepreneurs to expand into Germany are a blend of
opportunity recognition, existing networks and personal experiences. The analysis revealed
that several companies identified opportunities in the German market due to market gaps and
specific customer demands. Entrepreneurs recognized opportunities such as the rising need
for digital solutions in various sectors, while the Gas Company's expansion was necessitated
by a lack of demand in the Netherlands. This shows how market conditions can compel SMEs
to seek opportunities across borders. Additionally, the significance of social and business
connections emerged as a crucial factor in their decisions. Furthermore, personal
backgrounds, such as language proficiency and familial ties, made the step to Germany more
logical and easy. Overall, these motives provide a crucial foundation for understanding how
the decisions were subsequently made to facilitate the move to Germany.

8. Barriers to cross-border entrepreneurship

The question whether the entrepreneurs were confronted with barriers in the process of
expanding into Germany resulted into two types of barriers: cultural barriers and
administrative barriers. Firstly, I elaborate on the cultural barriers experiences by the
interviewees. According to the IT Company, understanding the culture is both the greatest
challenge and the most crucial factor in conducting cross-border business. Therefore, |
examine the strategies the interviewees used to overcome these cultural barriers, allowing
them to achieve business success in Germany.

8.1 Cultural barriers:

The Gas Company observes that there is a difference in innovativeness between the Dutch
and Germans in terms of arranging things; while Dutch people see opportunities and arrange
things directly, Germans operate in a much more formal and planned way. Furthermore,
Germans are much more punctual and paper-driven_than the Dutch, who tend be more flexible
do things digitally. The Opto-Mechatronics company describes this German way of dealing
with things as somewhat ‘decent’ or ‘boring’. The Machine Producing Company also points
out that the straightforward Dutch approach is not suitable for German culture, where
different behavioural norms are followed when conducting business at higher levels.

The Software Consultancy Company gives the example of a customer they had in
Germany. They had to drive five hours just to obtain his signature and then drive five hours
back, a process that was necessary and appreciated at that time. In contrast, a Dutch person
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might simply say, "I'll send an email, sign it, and we'll get started.". According to the Opto-
Mechatronics Company and Cross-border expert, you need to fit into that German culture.
You have to understand that Germans are a bit more hierarchical, decent and that it takes a bit
longer in general. Otherwise you'll never be successful in Germany. This is underscored by
the Battery Company’s entrepreneur, who observes that Germans are rather conservative and
emphasizes the importance to find a way to get a hold on them.

The Gas Company observes this challenge not only from a customer perspective but
also from an employee standpoint, as it is difficult to create a cohesive "we-culture" among
Dutch and German employees. This difficulty largely stems from the language barrier, with
the Dutch generally speaking more German than the Germans speak Dutch. Due to the
importance to create this we-culture among employees and to find a way to fit into the
German culture to acquire customers, [ will discuss the strategies suggested by the
interviewees for overcoming this cultural barrier in the next section.

8.2 Overcoming Cultural barriers

8.2.1 Building Trust

The most important way given by the interviewees to overcome the cultural barrier is to build
trust. The Wholesale Company explains how this works for dealing with customers, namely
that in the beginning, it just takes a lot of time and therefore need to have a very long breath.
German customers have to gain trust in you and according to the Wholesale Company, the
most important way to do that is by visiting customers. Moreover, by participating in trade
fairs, you can profile yourself and people get to know you there. The Data Visualization
Company underlines that visiting customers is the most effective way to build trust with
German clients, particularly because their product is a digital solution, which Germans are
less familiar with compared to the Dutch. According to the Gas Company, Germans expect
reliability and thoroughness.

Similarly, the Software Consultancy Company asserts that the best way to gain trust
from German customers is by being honest, transparent, speaking their language, and
demonstrating technical expertise. When a customer feels confident in your abilities, they are
more likely to trust you to handle the solution. Therefore, he argues that by being clear and
straightforward, you can secure a good ally. The Opto-Mechatronics Company explains the
importance of gaining trust when you want to sell something high-tech in Germany. He said
that in Germany, you cannot just sell a machine right away. Even if you offer something
fantastic, such as a product that's half the price for the customer, you still do not secure
business on the first visit. You need to build trust, and they have to get to know both you and
the company. According to the entrepreneur, it could take a year before they even consider
doing business with you. Hence a long-term approach in Germany is essential.

8.2.2 Adapting to Client Needs

Besides gaining trust, the interviewees asserted that it is also important to simply feel what is
needed. To illustrate what is meant by this, the entrepreneur of the Software Consultancy
Company provides an example. He said that in the beginning, it is important to address people
in meetings or conversations with formal titles, such as "Mr. Director." Over time, however, it
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becomes acceptable to address them by their first name as the relationship develops.
Similarly, he observes the same pattern in emails: the initial messages are usually very polite
and formal, but by the third or fourth email, it often becomes clear that a more informal tone
is acceptable. The cross-border expert adds to that as a serious entrepreneur you should dress
neatly and check what they want and what they need. Show them what you can offer and
ensure they take you seriously, but be careful not to come across as arrogant.

8.2.3 The Role of Language

With regard to the language barrier, most interviewees assert that it is highly appreciated if
you speak the language. According to the Machine Producing Company and the Battery
Company, the effort of speaking German shows that you are interested and it is highly
appreciated. The Software Consultancy Company asserts that it does not have to be perfect,
although there is a bottom line. He recalls a colleague who attended trade fairs with him but
only spoke a few words of German. Because of this language barrier, it no longer made sense
for him to continue participating in those fairs. On the other hand, he argues that you are a
step ahead when you speak German fluently. The Battery Company’s entrepreneur states that
the Dutch and Germans share many similarities, emphasizing that this extends to their
attitudes as well. He questions whether individuals can mentally adapt to these differences,
highlighting the importance of language skills in this process.

8.2.4 Business Culture vs. National Culture

In contrast to these entrepreneur focussing on the German culture and language, the Cladding
Material Company argues that business culture is far more important than the German culture,
suggesting that a distinct "German culture" does noy really exist, and that the business
environment plays a much more significant role. The Opto-Mechatronics Company does not
consider this German culture as a problem either, stating that collaboration between Dutch
and Germans poses no issues. The language often blends between Dutch and German, but this
is not a problem. He emphasized that the cultures are quite similar, so any perceived barriers
are more in people’s minds than actual obstacles. Nevertheless, the Gas Company experiences
some trouble with the cultural differences between German and Dutch employees. To address
this, they organise social events and created a shared WhatsApp group for both Dutch and
German staff. Additionally, both The Gas Company and The Cladding Material Company
send German employees who interact with German and Dutch clients to Dutch language
courses.

8.2.5 Conclusion

Cultural differences between Germany and the Netherlands can create challenges for Dutch
SME:s entering Germany, even though we have seen that the differences within the borderland
tend to be less significant. However, the interviewees emphasized the importance of building
trust, which requires time and effort, particularly through in-person interactions and
participation in trade fairs. Moreover, understanding the need for formality in initial
communications and making an effort to speak the language can significantly enhance
relationships. Additionally, to create a cohesive work culture among Dutch and German
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employees, implementing social initiatives and language courses are used to bridge the gap.
Overall, adapting to the cultural landscape in Germany is crucial for fostering successful
business relationships.

8.3 Administrative barriers

On top of the cultural barriers, entrepreneurs who wish to cross the border to Germany with
their business are inevitably confronted with administrative barriers. Each interviewee has
been confronted with new regulations, bureaucracy and administrative hurdles in the early
stage of conducting cross-border business. The entrepreneur of the Machine Producing
Company explains that it is impossible to employ people in Germany as easily as in the
Netherlands due to the social security, the building of pensions, etcetera. Furthermore, he
explained that purchasing property in Germany involves a notable difference in processes
compared to other places. In the Netherlands, you typically contact the notary, arrange
everything a day in advance, create the necessary documents, deposit the money into a third
account, and the transfer is done electronically, allowing the seller to receive the funds within
a few hours. In contrast, in Germany, these processes can take several weeks to complete,
which corresponds with the previously discussed German culture. Thirdly, he mentions that
tax control is different.

Another illustrative example of the lagging administrative processes and slow
bureaucracy in Germany is provided by the Gas Company. The entrepreneur observed that
dealing with hazardous materials turned out to be more complicated in Germany than he
initially expected. While the municipality of Weeze was welcoming, he had to navigate
additional regulations from Kreis Kleef and Diisseldorf. A construction company in Kevelaer
took over the building aspect, while another company in Rees managed the hazardous
materials side. He highlighted that there are various regulations to consider, including
construction law and federal emission laws. In contrast, the Netherlands has a simplified
system for hazardous materials, categorizing up to 15 tons, which makes the process much
easier. Additionally, the Software Consultancy Company explains that starting a GmbH in
Germany takes significantly longer than in the Netherlands. In the Netherlands, you can visit
the KVK and have a BV set up within 15 minutes, but even with familiarity with the process
in Germany, it took them 3.5 months to establish the GmbH.

On the contrary, the Data Visualization Company and Opto-Mechatronics Company
did not report such hurdles, while the former simply provides a service in Germany and the
latter since its origin conducts business with Germany. Additionally, although the Wholesale
Company acknowledged to have faced administrative issues in the beginning, such as
differing regulations and the structure of annual accounts in Germany, these challenges did
not cause significant problems. In the next section, I will explore whether this holds true for
other SMEs by examining how they managed to overcome their own administrative obstacles.

8.4 Overcoming administrative barriers

Several interviewees simply advise to just deal with these administrative obstacles. Despite
needing to comply with German law, the Software Consultancy Company emphasizes that the
product being implemented and the knowledge gained from it remain the same. What is

37



essential is adding that "local touch", which means understanding the culture, knowing what
topics to discuss, what details to focus on, and navigating the legal requirements in Germany.
Nevertheless, he advises seeking consultancy when navigating German law, as it greatly
benefited them that their supplier had already established operations in Frankfurt, Germany.
The supplier had access to tax and bookkeeping specialists, which made handling the new
regulations much easier. The Software Consultancy Company also maintains strong
relationships with several accountants to consult on specific questions when needed.

Similarly, the IT Company’s entrepreneur advises hiring a good accountant and lawyer
if you truly want to succeed. He stresses the importance of handling the business yourself to
understand how everything works, as many things differ from the Netherlands. Without
proper guidance, you can easily get lost in the complexities. Instead of wasting energy, he
believes it is better to take action by investing in a quality accountant. The Wholesale
Company underlines this and stresses that you cannot engage in cross-border business with a
GmbH abroad without the assistance of an accounting firm, despite his earlier statement that
the administrative barriers did not pose significant challenges. On top of an accountant, the
Battery Company argues that it is important to build a network of more people who can help
you, such as organizations like the Chamber of Commerce and the Netherlands Enterprise
Agency. Additionally, the Cladding Material Company has engaged a law firm, as well as
fiscal and customs experts for each country in which they operate, as they conduct business in
many more countries than just Germany.

Nonetheless, the Opto-Mechatronics Company emphasizes that social security, for
example, is generally well organized in border regions. This applies to areas between the
Netherlands and Germany, as well as the Netherlands and Belgium. However, when it comes
to a Swedish employee, for instance, he observes things are not as well arranged. The reason
is that there is a significant flow of workers between the Netherlands and Germany, and there
are strong agreements in place, especially with tax services. When expanding further beyond
these borders, things tend to get more complex. Still, he doesn’t see this as a major issue,
suggesting that the real challenge lies in the will to make things work. If the determination is
there, then it becomes a problem only in perception.

8.5 Conclusion

In conclusion, while entrepreneurs face cultural and administrative barriers when expanding
into Germany, these challenges can be managed effectively. Each interviewee with a GmbH in
Germany reported facing new regulations, bureaucracy, and hurdles that complicated the
process of conducting cross-border business. While some companies like the Wholesale
Company found ways to manage these obstacles, they emphasized the necessity of seeking
expert guidance. Engaging accountants, lawyers, and local consultants proved essential for
success. Although the administrative processes in Germany tend to be slower than in the
Netherlands, many entrepreneurs believe these barriers are manageable with determination
and a willingness to adapt, suggesting that perceived difficulties are often more mental than
practical.
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9. Steps in the internationalization process

The responses regarding the steps taken by entrepreneurs in the internationalization process
varied significantly, leading me to categorize them into two main groups. The first category,
titled "Initial investments", focuses on essential investments and strategic hires necessary for
successful internationalization. The second category, "Building Networks," encompasses the
different methods through which SMEs established connections in Germany.

9.1 Initial investments

According to the Wholesale Company, initial investments are necessary, such as hiring a
representative, acquiring a vehicle for transportation, and eventually considering setting up an
office. As the business grows, these investments lead to increased costs, which is expected in
the beginning. The Gas Company’s German representative recommends making these moves
swiftly, which is only achievable with the right team and resources. Furthermore, he stresses
that this process demands considerable energy and courage. I will now delve into the specific
assets that are required.

9.1.1 German representative

After the Gas Company obtained its permit from the district to work with hazardous materials,
the first step was to hire someone to manage the German operations. This person was
responsible for setting up the entire business, overseeing the establishment of operations in
Germany, and assembling a team to support the process. This phase involved many
negotiations with selected partners to quickly determine roles and responsibilities. The
entrepreneur was initially involved in the hiring process. The German representative chose to
have Dutch companies handle the construction aspects due to their efficiency, while German
companies took care of the installations.

9.1.2 Supporting firms

Furthermore, instead of trying to navigate the process independently, the Gas Company hired
a firm experienced in assisting Dutch companies in Germany. He stresses them to engage
them early on and collaborate to ensure everything runs smoothly. He pointed out that you
should not start as you would in the Netherlands; rather, you should research who needs to be
involved to successfully launch your company. He stressed that it is not just about your own
desires or approach but primarily about leveraging those advisory firms, as you really need
their expertise. He noted that there is a significant difference between advisory firms and
expressed his fortune in finding an excellent one, which was essential to their success. He
warned that without their support, you could make very costly mistakes. Additionally, he
recommended maintaining a relationship with them and not solely relying on them at the
beginning. Furthermore, when the IT Company expanded to Germany, they hired an architect
to oversee the construction, even though they would have handled it themselves in the
Netherlands. The reason for employing a German architect for the supervision was that he
managed the project as a turnkey solution, handling all the necessary approvals from the

39



government without requiring any input or effort from the company Thus, as argued by the
Wholesale Company and the Gas Company, it is important to make initial investments, which
may involve financial losses and taking on risks. Nevertheless, the Machine Producing
Company stresses that this risk should be a calculable risk.

9.1.3 German salesman

Another important asset when expanding to Germany is a German salesman. The Wholesale
Company mentions that they immediately sought a representative and eventually found one.
Interestingly, it was one of their suppliers who was an employee, and at a certain point, they
took him on to manage the German market for them. Essentially, when entering a foreign
market, he argues that it is crucial to have someone who speaks the local language—not
necessarily that you need to be fluent in German yourself, but rather someone who
understands local interactions. For instance, people in Belgium are generally more sociable
than in the Netherlands, where business tends to be more straightforward. In the Netherlands,
you conduct business and that's the end of it, while in Belgium, there's a whole ritual
involved. The same cultural nuances apply to German people and their distinct habits. In a
similar vein, the IT Company emphasizes the importance of working with local individuals
when entering a new market. He discourages conducting sales as a Dutch person; instead, it is
vital to have someone familiar with the local landscape—someone with their own network
who knows how to navigate business interactions. This approach is consistent across all
countries; for example, in France, they also collaborate with French individuals. Additionally,
it is beneficial to seek out partners who can help accelerate your business.

9.1.4 German invoice

The Software Consultancy Company and the Gas Company add that a German invoice is
crucial and therefore setting up a GmbH is strongly advised. This move allowed the
companies to better serve their German-speaking clientele and strengthen its presence in the
German market. Furthermore, they stress that it is also important to have German employees
working there. The Wholesale Company explains that, in their Dutch establishment, they
occasionally receive calls from people in Germany, and these callers need to be addressed
appropriately. However, the company notes that many of its Dutch employees already speak
German sufficiently well, mainly because they are from the Dutch-German border region and
therefore familiar with the German language.

9.1.5 Consultancy is key

Although investments in the beginning are thus very important, the origin story of The Gas
Company explains how they initially did cross-border business with limited financial
investments. The entrepreneur described how he picked up a Dutch customs officer in Venlo
and drove him to Duisburg to coordinate logistics, as he was the first to transport excise goods
to Germany for distribution to end users. He explained that this required careful preparation,
especially since in 1992, the borders were not yet open. He personally took the first second-
hand tank wagons to the border, where customs documents needed to be declared. He
mentioned that crossing the border with 12,000 liters required presenting these documents,
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and at that time, he did not have many customers, so he had to bring gas back with him as
well. He described the challenges he faced, including having to pay 80 guilders twice for the
import and export clearance, which created administrative and excise barriers. To deliver the
goods, he had to ensure everything was arranged properly. During a conversation with the
Dutch customs, he suggested finding a solution, and fortunately, he encountered a cooperative
individual willing to assist him. Together, they worked out a solution that ultimately laid the
groundwork for the operations they conducted moving forward.

Although this story may seem less relevant today due to the open border between
Germany and the Netherlands, the key takeaway is that consulting services remain crucial for
conducting cross-border business, even when financial resources are limited. Furthermore, at
that time, the Gas Company solely supplied services to Germany, which requires fewer
financial resources compared to starting a GmbH. The Software Consultancy Company has a
comparable story regarding the origin of their cross-border business. They started with a few
thousand dollars, the supplier’s software, consultancy expenses, and a handful of clients who
used another product from their supplier. Their origin story is similar in that they had limited
financial resources but still chose to invest in consultancy services, which laid the
groundwork for their present cross-border business operations.

9.2 Establishing networks

On top of the investments, both the Battery Company and the Gas Company emphasize the
significance of building connections. The Gas Company highlights that networking is
essential, especially in the German market, where establishing a stable presence and building
trust is key. Active participation in the regional business network is critical. Hence they have
become sponsors of the local football team. Nevertheless, there is more to it than solely
becoming sponsor of the local football team. In this section, the various ways the companies
built networks in Germany are outlined. The three main themes that emerged are market
research, partnerships and expanding market presence

9.2.1 Market research

Conducting market research is one of the first crucial steps for successfully entering the
German market. The interviewees explained that they undertook this research after
recognizing a potential market for their products. For instance, the Gas Company had an
intern conduct market research as preliminary research to identify the business activities and
opportunities available in Germany. Furthermore, the Wholesale Company identified a
demand in Belgium and, following some initial desk research, began visiting the country to
seek out customers. They applied the same strategy in Germany, aiming to understand the
market dynamics relevant to their offerings. Given that they already had some customers in
Germany and Belgium, they sought to explore why those customers chose to buy from them.
Additionally the entrepreneur from the Opto-Mechatronics company provided an in-
depth explanation of how to approach selling high-end, technically advanced products such as
submarine optronics. He explained that conducting effective market research requires more
than just desk work; it demands personal connections and on-the-ground insights. Simply
purchasing data is insufficient, as understanding a new market is based on building
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relationships. For instance, having a client in Germany can lead to valuable discussions, such
as dinner meetings where you can inquire about competitors and industry contacts. He
explained that personal interactions often yield names and connections. With this information,
you can gain a clearer picture of the German market, assessing the number of competitors,
sales volume, and market trends. Although market reports can provide general insights,
finding specific customers and entry points requires a personal approach that is essential for
selling such products. After establishing a market image, actively visiting potential clients
becomes crucial. He argues that engagement reveals customer needs, which may differ from
those in other countries. Initial visits help ascertain market viability and whether local vendors
dominate. This process informs decisions regarding product offerings and sales strategies.
Relying solely on internet research provides limited insight, as it often lacks depth regarding
competitor positioning and market requirements. Thorough market orientation can take a year,
but it is essential for comprehending the complexities of entering a new market.

9.2.2 Partnerships

The IT Company emphasizes the need to cooperate and build relationships. The entrepreneur
mentioned that they started cooperating with a social workplace in Germany, where people
who are distanced from the labor market work. He noted that the manager of that company
does similar work to them; they handle scanning and maintain a paper record. He explained
that they exchange a lot of work, with the social workplace sometimes doing tasks for them
and vice versa, establishing a partnership. He highlighted the importance of having partners
who understand German laws and regulations. Similarly, the software Consultancy Company
stated that they have excellent contacts with several accountants and tax advisors, allowing
them to ask specific questions that are relevant to their work. Additionally, they are connected
with the cross-border business club Maas-Rhein and sometimes consult with a local cross-
border educational institution when they need specific information. He mentioned having
strong connections with individuals in Monchengladbach, indicating that they have access to
valuable data and knowledge that aligns with their needs.

9.2.3 Expanding market presence in Germany

Several companies outlined their strategy to expand their sales market in Germany. The Data
Visualization Company implemented a strategy to expand their network through word-of-
mouth referrals. To achieve this, they began visiting customers, delivering presentations in
Germany, and collaborating with key partners such as crop advisors who offer guidance to
growers. These crop advisors also host meetings to update growers on market developments,
and the Data Visualization Company frequently participates as a speaker. This approach often
leads to the formation of new business connections.

Furthermore, to increase his market reach, the Wholesale Company’s entrepreneur
explains that he takes a lot of part in trade fairs. He mentioned that he recently attended a
trade fair in Munich for a week, which attracted participants from across Europe and beyond.
He described it as an excellent opportunity for self-promotion and for people to become
familiar with their brand. He therefore recommended to actively participate in trade fairs. He
observed that, over time, people tend to linger, which is crucial for building recognition and
reputation. The Battery company recommended to actively participate in trade fairs as well,
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where a acquired many customers. Additionally, the Wholesale Company emphasized the
importance of customer visits.

9.3 Conclusion

The internationalization process for SMEs is multifaceted, characterized by significant initial
investments and the crucial development of networks. Entrepreneurs emphasized the necessity
of strategic financial investments, which are essential for establishing a solid foundation for
future growth. Moreover, the presence of local expertise, such as German sales personnel or
local architects and consultants, can significantly enhance the effectiveness of international
operations. Additionally, entrepreneurs highlighted that establishing connections in Germany
is vital for gaining market insights and fostering trust. The experiences shared by various
SMEs illustrate that a proactive approach to networking can yield invaluable information and
opportunities, allowing companies to successfully integrate in the German market.

What stands out is that while the operationalization of the stages in the
internationalization process is described rather extensively, little attention is given to the
timing of each stage. Entrepreneurs took decisive steps based on their immediate needs or
opportunities, rather than following a pre-defined timeline. Nevertheless, it is evident that a
combination of calculated investments and strategic networking is key to successful
expansion into Germany.

10.  Border region opportunities and challenges

After discussing the motives of cross-border business in the interviews, I zoomed in on the
location of the SMEs and asked how being situated in a border region affect the SME’s cross-
border business. The interviewees gave primarily locational opportunities of being located in
a border region. This led to the identification of four distinct locational advantages: a central
location, an extended cross-border market, minimal differences within the border region, and
competitive benefits. Conversely, only a few locational challenges were noted, which will be
addressed at the end.

10.1 Central location

The locational opportunities primarily centre around the idea that the Dutch-German border
region in Limburg is a central hub. This argument has been put forward by the Gas Company,
the Battery Company, the Cladding Material Company and the IT Company. The entrepreneur
of the Cladding Material Company argues that, in their case, this is a major advantage since
they consider themselves a European company. He highlights this central location to both
investors and customers, emphasizing that the company is easily accessible and close to
Germany. Similarly, the entrepreneur of the IT Company profits from its central location since
it facilitates international business operations, especially given its locations in Germany and
Northeast France. The Wholesale Company emphasizes the central location as well and
argues that this is primarily beneficial for transportation purposes, namely that being in a
border area is always more advantageous for transportation compared to being in the middle
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of the country. The Wholesale Company’s entrepreneur recalls that an accountant once
suggested that establishing a company in the Venlo border region would be a wise business
decision, as it would allow companies to purchase goods from abroad and have them
delivered directly to the area. Here they would then be automatically transported into the
Netherlands. Since this would create a profitable model, the Wholesale Company’s
entrepreneur is convinced that its location in the border area is advantageous.

10.2 Extended cross-border market

Another advantage specifically for entrepreneurs in the Dutch-German border region is
highlighted by the Gas Company and the Software Consultancy Company. Both entrepreneurs
highlight that in North Rhine-Westphalia alone, which is only one of the 16 states of Germany
and the only state that borders the Dutch province of Limburg, has more inhabitants than the
whole of the Netherlands. This underscores the immense market opportunities available to
entrepreneurs in the Dutch-German border region, particularly in Limburg, which are more
challenging for other Dutch companies. The entrepreneur of the Software Consultancy
Company takes it a step further by stating that operating in the German market allows him to
avoid competition present in the Netherlands; however, this advantage is specific to his
situation due to the limited availability of his particular product in Germany.

10.3 Little differences in borderland

Furthermore, the majority of the entrepreneurs emphasize that, due to the proximity of the
border, the differences between Dutch people living near the border and Germans are far less
noticeable compared to the differences between the average Dutch citizens and Germans. The
Wholesale Company, Cladding Material Company and Opto-Mechatronics company notice
that the majority of the Dutch people in the borderland have a fairly good command of
German compared to people living further into the country. Conversely, the Software
Consultancy Company states that Germans tend to speak some Dutch as well. Furthermore,
the Machine Producing Company explains that people living in the borderland are used to go
cross the border regularly. The main reason for this is, according to the IT Company and
Cladding Material Company, the little difference between North Rhein Westphalia and
Limburg in terms of culture. The Opto-Mechatronics Company’s entrepreneur sees this as the
biggest opportunity of living in the border region and emphasizes the need to look for
connections in terms of culture. He observes that his employees, who are a mix of Dutch and
German individuals, have much in common. Consequently, doing business with Germany is
relatively easy according to him.

10.4 Competitive advantage

The entrepreneur of the Opto-Mechatronics Company gives an additional locational
opportunity of being situated in the border region, which, while particularly relevant to his
business, can also be beneficial for other companies. His company, situated in Venlo,
experience concurrence from the region of Eindhoven, which is situated a little more to the
centre of the Netherlands. Several employees of the Opto-Mechatronics Company, who
formerly worked in Eindhoven, argue that they prefer Venlo for two reasons. Firstly, they
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argue that Venlo is a more attractive option to work due to the limited traffic on their way to
work. Due to the queue on their way to Eindhoven, several of them were longer underway
than to Venlo, even though several of them lived closer to Eindhoven than to Venlo. Secondly,
Eindhoven consists of many huge original equipment manufacturers (OEMs), such as ASML
and Philips. The employees there were part of a pool of around 20,000 engineers, whereas at
the Opto-Mechatronics Company, they are just one of 50. The entrepreneur points out that
many workers view this as a significant benefit, as they have more influence over the product
and a closer connection to the customer. As a result, they feel their contributions matter more,
which is much harder to achieve in a large OEM. Similarly, the Cladding material company’s
entrepreneur argues how the border region is beneficial in the sense that there is less
competition compared to the Randstad for example, where you compete with many
companies. Furthermore, he explains that his company needs space for the huge logistics
operations. Therefore, he prefers a border region where there is generally more space.

10.5 Locational challenges

In contrast to the locational opportunities, few locational challenges have been experienced by
SME:s in the border region. Nevertheless, the Machine Producing Company observes that the
region of Limburg has a rather bad imagine, restraining people to settle there. Consequently,
the education level in Venlo is low while especially the people of higher segment do not settle
in Limburg. The entrepreneur compares this image of border regions to the stock market,
arguing that stock markets don’t decline solely due to a company’s poor performance, but
because of public perception. In the same way, people avoid settling in border regions, not
necessarily because they are undesirable, but because they believe they are. As a result, the
Cladding Material Company and the Software Consultancy Company face a disadvantage in
hiring highly qualified staff compared to SMEs in more urban areas. However, the Cladding
Material Company argues that the small amount of competitors in the region helps to
somewhat mitigate this issue.

10.6 Conclusion

In short, the insights from the interviewees underscore the significant locational advantages of
being situated in the Dutch-German border region in Limburg. They highlight the strategic
benefits of their central location, which facilitates access to larger markets, simplifies
transportation, and promotes international business opportunities. The proximity to Germany
opens up substantial market potential and creates a culture of cross-border collaboration,
which is simplified by the fact that Dutch people in the borderland tend to speak German and
vice versa. This cultural integration reduces perceived barriers and enhances business
opportunities. Additionally, the smaller competitive landscape in the border region can be
advantageous for attracting talent, although the negative public perception of the border
region remains a deterrent for high-qualified staff to settle in Limburg.
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11. Conclusion

After analysing all the empirical data, I now reflect on the findings and draw conclusions. I
begin by addressing each sub-question individually, offering specific conclusions based on the
insights gathered. This will provide a foundation for the broader discussion section, where I
will zoom out to address the overarching research question. Following this, I will evaluate the
limitations of this study and offer recommendations for future research to build on these
findings

11.1 Motives for Internationalization

Regarding the motives for internationalization, both the preliminary research and the
empirical findings highlight the pivotal role of networks for SMEs in Limburg. These
networks, often established through existing relationships or collaborations with German
stakeholders, are largely influenced by the proximity of the border, which facilitates these
connections. Furthermore, international experience is a significant internationalization
antecedent for SMEs located in border regions, with these experiences mainly stemming from
personal interactions in Germany, rather than from business-related encounters.

This significant role of personal experience and cultural familiarity in driving
international expansion was a key new insight from the empirical evidence. Several
entrepreneurs from the Dutch-German region mentioned their ability to speak German, their
familial connections to Germany, familial connections to Germany, or prior work experience
in the country as facilitators of the decision to expand. This personal dimension, while
acknowledged in the literature, appears to play a more prominent role in the empirical context
than suggested in earlier studies. This is also facilitated by the border’s proximity and the
relatively small cultural differences in the area, making cultural exchange easier.

Additionally, recognizing international opportunities is crucial for SMEs in Limburg,
particularly since the densely populated state of North Rhine-Westphalia in Germany
broadens the market potential for these businesses. This motive of a limited domestic market
and the opportunities available in the target foreign market was highlighted in the literature as
well and matches the earlier expectations. Additionally, the expectation that personal networks
between Limburg and Germany are stronger, due to the region's long history of economic and
social interaction, is also supported.

11.2 Barriers to Internationalization

Despite the minor differences within the borderland, cultural barriers do emerge when
conducting business in Germany, particularly in business culture and communication styles.
Cultural barriers, such as language, are not strongly perceived by the entrepreneurs, as many
of them have some form of German background. These findings align with the initial
expectations. The most important strategies to overcome the other barriers is to invest time in
effort in building trust, speak the language and to adopt a neutral viewpoint rather than the
familiar Dutch viewpoint.

Regarding administrative barriers, more practical strategies are required, such as
seeking expert advice from external parties to navigate regulatory and bureaucratic
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complexities. Moreover, the entry mode plays a crucial role in shaping the perception of these
barriers. While exporting SMEs typically face fewer challenges, those operating under a
GmbH structure (via greenfield investment) encounter greater obstacles. However, it is
important to recognize that many of these administrative barriers are often perceived as
mental hurdles. Overcoming them requires determination and a strong resolve.

11.3 Steps in Internationalization process

The steps in the internationalization process consist on the one side of investments in people
and firms who can help you in the internationalization process, while on the other side it is
crucial to establish networks to succeed in the German market. The steps in the
internationalization process differ significantly based on the chosen entry mode. SMEs with a
greenfield investment highlight the necessity of establishing supporting firms, hiring a
German salesman, and setting up a GmbH. In contrast, SMEs engaging in exports or joint
ventures focus primarily on conducting thorough market research and expanding their market
presence in Germany.

While the described internationalization process reveals a significant focus on
executing key actions, it offers little insight into the sequencing or strategic timing of these
steps. Since the steps are largely driven by immediate needs or emerging opportunities instead
of a fixed timeline, it can be concluded that SMEs adopt a more effectual decision-making
approach. Additionally, the role and influence of individuals in SME’s internationalization
that is emphasized in the network approach turned out to be crucial for entrepreneurs in the
border region. These interpersonal relationships influence other internationalization issues
such as timing of internationalization and degree of internationalization. Compared to SME
internationalization in general, in the border region these networks regularly consist of
informal networks such as family and friends.

Thus, when we reflect the empirical findings on the established theory, we can
conclude that the gradual and incremental nature of internationalization suggested by the
Uppsala model is not visible in the Dutch-German borderland. Instead, entrepreneurs appear
to align more closely with effectuation theory: despite limited resources and minimal
planning, they successfully engage in business activities in Germany.

11.4 Border region opportunities and challenges

The key findings regarding locational opportunities are primarily specific for the Dutch-
German border region and therefore not considered in the literature. First, the minimal
cultural differences within the Dutch-German border region, which facilitate cross-border
business, are seen as a locational opportunity. This is largely due to the long history of
cooperation between Germany and the Netherlands, as well as the ease of crossing the border
within the EU. Second, the locational opportunity of a "central location" is not universally
applicable to all border regions but is specific to the Netherlands' geographical position.
Lastly, the locational opportunity of having a competitive advantage also stands out, as
previous literature typically views cross-border competition as a locational challenge.
However, SMEs in Limburg explain that they primarily benefit from the limited competition
on the domestic side of the border region, rather than suffering from the competition on the
German side, reversing the typical perspective and viewing it as a locational opportunity.
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Additionally, several more generalizable results emerged from the interviews. The
extended cross-border market is particularly a locational opportunity for SMEs in Limburg
due to their proximity to the densely populated state of North Rhine-Westphalia and easy
access to the German market. Furthermore, a certain level of related variety was found, based
on the argument that Germany is somewhat more "old-fashioned" compared to the
Netherlands. Several SMEs took advantage of this difference, using the border as a strategic
asset. Overall, SME experience their location in a border region as an opportunity, even
though they admit that the bad image of the border region based on public perception poses a
locational challenge

11.5 Discussion

The research question this thesis tried to answer is: How do SMEs in the Dutch province of
Limburg navigate the process of internationalization into Germany, and what role does their
position in the Dutch-German border region play in shaping their motivations, barriers, and
internationalization strategies? The results on the motivations for internationalization showed
that the border region plays a significant role, since personal experience and cultural
familiarity emerge as significantly more influential compared to SME internationalization in
general. This is largely due to the proximity of the border and the high level of socio-
economic integration between Limburg and Germany.

Additionally, the border region encourages most entrepreneurs to develop a strong
command of German, thereby reducing cultural obstacles. Furthermore, while the border
imposes administrative barriers that require expert advice, the border is primarily used as a
strategic asset rather than considered to be a barrier; entrepreneurs profit from related variety
since Germany is rather old-fashioned, thereby providing empirical evidence for the potential
of the border as an opportunity.

With regard to the internationalization process, the steps in the internationalization
process are influenced by the position in the border region in the sense that SMEs rely more
on local networks and informal channels in these regions. As a result, their
internationalization steps are less structured and do not follow the traditional sequence or
strategic timing found in conventional internationalization models. SMEs in these regions
tend to adopt a more effectual approach to decision-making compared to other SMEs.

Moreover, SMEs in Limburg benefit significantly from the proximity to the border and
the minimal cultural differences, allowing them to tap into an extended cross-border market.
However, the negative perception of the border region hinders its potential as a hub for cross-
border entrepreneurship. Improving the image of border regions is essential. Similar to the
way market expectations in stock trading can influence actual outcomes, public perceptions
about the border region's potential can play a self-fulfilling role in fostering cross-border
economic activity. Actively promoting the border region as a vibrant area full of opportunities
could stimulate cross-border engagement and encourage citizens to develop a stronger
orientation toward the neighbouring country.

Positive advertising could also directly address the "threshold of indifference," where
citizens and entrepreneurs remain overly oriented toward their own nation. By reframing the
border region as a natural extension of economic and social activity, such campaigns can help
overcome mental barriers. Ultimately, improving the public perception of the border region
can transform it from a perceived limitation into a competitive advantage.
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To conclude, the results show that location in the border region influence each phase in
the internationalization process. The proximity of the border is not just a geographical fact,
but a determining factor in the motivations, barriers, and strategies of these companies.
Proximity to Germany lowers barriers and creates opportunities, but stereotypes about the
region hinder its full potential.

11.6 Limitations and recommendations

It is important to acknowledge a few limitations of this study. First, this was an exploratory
research project focused on a relatively under-explored topic. The number of interviews
conducted was therefore limited, which may affect the generalizability of some findings. This
also means that the specific steps in the internationalization process of the interviewed SMEs
may not have been fully mapped out and there is no detailed information about the timing of
the steps taken. However, the goal of this research was not to draw definitive conclusions, but
rather to highlight how entrepreneurs operate when cross-border business is seen as the norm,
rather than the exception. By shedding light on these perspectives, the study takes an initial
step in understanding how entrepreneurs in border regions adapt and leverage the border as a
strategic asset. This holds significant societal relevance, as it offers hesitant entrepreneurs
various approaches to engage in cross-border business and guides them through the process,
helping to overcome potential challenges and seize opportunities.

To further validate the findings of this thesis, future research could employ a larger
sample size and conduct a more comprehensive analysis. Additionally, examining the German
side would provide valuable insights, ensuring that the entire Dutch-German borderland is
covered. This would allow for meaningful comparisons, particularly regarding cultural
barriers between the Dutch and German sides. Furthermore, comparative research with other
European border regions could enhance the generalizability of the current findings. Finally,
the experience across different industries and companies varies significantly. As a result,
conducting further research focused on a particular industry would enable a more targeted,
nuanced approach that provides deeper and more actionable insights for entrepreneurs and
policymakers.
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Appendix |
Interview guide:

1. Hoe bent U op het idee gekomen om over de grens te gaan? Wanneer? Waarom toen?

/ N\
Antecedents

Individual level factors: networks; international orientation; international opportunities
recognition; international experience; knowledge domain of the firm

Firm-Level factors: firm structure; firm capabilities; international orientation; international
opportunities recognition; knowledge domain

Environmental-Level factor: domestic uncertainties
. J

2. Hoe heeft de ligging in een grensgebied hieraan bijgedragen? Welke locatie-gebonden
voordelen zag U?

Locational opportunities

Positive cross-border externalities Cross-border cooperation benefits
New market development and cost reduction through: +Human capital qualifications

+larger pool of labour +Market knowledge

+knowledge, technology and know-how +New business contacts

+sources of supply +Product and service range expansion
+extended cross-border markets +Innovativeness

+capital and the credit markets (banks) +Partner benefits (linkages and networks)
Reap benefits from: +Facilitated by the flexibility of SMEs

+currency and market-size differentials
+disparities in economic policies
Possibilities to tap into:

+funding schemes

+new trends

Locational challenges

Negative cross-border externalities Barriers to cross-border cooperation
—Competitive pressure SME related:

—Crime and violence —information deficits/lack of knowledge
—Economic downturns —lack of technology

~Discouraging local entrepreneurial activity
—Vulnerability to changes in foreign trade regulations

—lack of human capital and management resources
—antagonism and resistance towards cooperation
Partner related:

—opportunistic foreign enterprises

External factors:

—legal and administrative issues

—macro-economic factors

—currency risks

—political uncertainty

—bureaucratic barriers

—inadequate safeguarding for settlement of payments

3. Welke barrieres ondervond U tijdens dit proces en hoe bent U hier mee omgegaan?

4. Welke stappen ondernam U vanaf het moment dat de keuze gemaakt werd om over de
grens te gaan om de internationalisering te realiseren? Eventuele voorbeelden:

4a. Duitse markt (Beslissingen m.b.t. het besturen van de Duits markt, bijv. door
marktonderzoek)
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4b. Producten en concurrentie (Beslissingen m.b.t. omgaan met nieuwe concurrentie in
buitenland)

4c. Netwerk (Beslissingen m.b.t. partnerships aangaan en netwerken in het buitenland)

4d. HR en financi€le middelen (beslissingen m.b.t. nieuw personeel rekruteren, opschalen HR
en financiéle klappen opvangen)

Appendix I

Interview transcripts (Yet to be added)

Appendix Il

Data structure that emerged from the empirical evidence according to the Gioia methodology.

1st order concepts 2nd order themes Aggregate dimensions
Business connection Social/business
German informal connection connaction _______-‘—'———___
Previously did business in Germany Experience with German Motives for SME
Familiar with German culture culture Internationalization

German familiy tias

No demand in domestic market | Opportunity recagnition

Germany old-fashioned |\

Higrarchical Cultural barriers
Language
Build trust
™

Adapt to client needs Qvercoming cultural
Dare to speak the language barriers
Social initiatives Barriers to cross-
border business
Bureaucracy -
Differant requlations Administrative barriers
\ Outsource administrative work I | QOvercoming administrative
barriers

[ Consultancy |

German representative \
Supporting firms Initial investments
German salesman \ Steps in

German invoice internationalization

process
Market research
Establish natworks

Partnerships
Expanding market presence

Central location ‘ ional
Extended crass-border market | Locatianal epportunity Barder region
Little differences in borderland opportunit\'egs and
Competitive advantage challenges
‘ Difficult to empley high-gualified I Locational challenge

staff

Appendix IV

Screenshot of codes and code groups
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